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FOREWORD. 


This  problem-pamphlet  is  printed  for  the  use  of  the  stu- 
dents in  the  University  of  Minnesota  who  are  taking  the 
course  entitled  The  Elements  of  Economics,   Several  of  the 

prol^lenis  are  copied  from  Taylor's  Principles  of  Economics, 
and  a  few  are  taken  from  Hamilton's  Exercises  in  Elemen- 
tary Economics  and  from  Outlines  of  Economics  published 
by  the  University  of  Chicago.  Such  problems  are  indicated 
by  the  appropriate  initial.  A  few  other  problems  from  these 
sources,  particularly  Taylor,  have  been  adapted  to  the  present 
purpose. 

The  subject  matter  and  the  order  of  arrangement  have  been 
influence  somewhat  by  the  text.  Sealer's  Principles  of  Eco- 
nomics, which  is  to  be  used  during  the  coming  year. 

Minneapolis,  September  2.  1915.  H.  G.  H. 
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INTRODUCTION. 

1.  List  ten  important  questions  of  the  day.    Which  of 

these  are  essentially  economic  questions?    How  many 
directly  or  indirectly  involve  economic  matters?  - 

2.  a.    What  are  the  chief  criticisms  urged  against  the 

present  national  administration?     Are  they  eco- 
nomic in  character? 
b.  What  are  the  chief  points  urged  in  support  of  the 
administration?   Are  they  economic? 

3.  Name  some  of  the  laws  of  this  state  that  have  eco- 
nomic consequences-  Can  you  mention  any  impor- 
tant state  law  that  is  without  economic  effect? 

4.  "Economies  has  to  do  with  one  of  the  aspects  of  hu- 
man conduct."  What  is  implicit  in  this  quotation? 
Why  should  the  fact  here  implied  be  emphastxed? 

5.  Suggest  two  subjects  of  interest  to  econojuics  stu- 
dents today  that  were  not  considered  fifty  years  ago. 

Account  for  their  development. 

II. 

RISE  OF  MODERN  INDUSTRY  IN  ENGLAND. 

1.  Seager  mentions  four  points  of  contrast  between  the 
manorial  and  the  modern  industrial  systems.  Which 
one  of  these  do  you  regard  as  of  the  most  tniportance? 

Give  reasons. 

2.  Compare  the  craft  guilds  with  our  trade  unions. 

3.  "Statutes  of  Laborers — passed  in  1351,  and  subsequent 
years,— seem  to  have  had  little  practical  effect"  Ac- 
count for  their  failure. 

4.  "The  spirit  of  the  last  half  of  the  eighteenth  century 

was  the  spirit  of  change;  the  discovery  of  America 
was  in  large  part  responsible  for  this."  Cite  evidence 
in  support  of  each  part  of  the  quotation. 
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5  Is  there  any  significance  in  ilie  fact  that  the  Dec- 
laration of  Independence,  Adam  Smith's  Wealth  of 
Nations,  the  French  Revolution,  and  great  mechan- 
ical inventions  all  came  in  the  same  half-century? 

.  6.  -The  mechanical  inventions  were  not  the  cause  of  the 
ln(histrial  Revolution:  they  were  only  an  incident." 
Vr^nie  in  support  of  this  view.  How  does  this  view 
compare  with  that  of  Seager?  With  which  do  you 
agree? 

•  7.  Point  out  the  tundaniental  reason  why  a  policy  of  na- 
tional restriction— the  mercantilist  policy— could  not 
live  in  opposition  to  the  larger  commercial  society 
which  was  appearing  as  a  result  of  the  changes  m  m- 
dustrial  technique. — H. 

8.  Is  the  tendency  today  toward  a  greater  or  less  appli- 
cation of  the  laissez-faire  policy?  Cite  evidence  to 
support  your  answer. 

9.  List  the  chief  advantages  of  the  factory  system;  the 
chief  disadvantages. 

III. 

THE  INDUSTRIAL  EXPANSION  OF  THE  UNITED 

STATES. 

1.  "The  industrial  opportunities  that  prevailed  in  the 
United  States  during  the  last  two  centuries  made  the 
laissez-faire  principle  inevitable."  *Give  supporting 
argument. 

2.  State  the  chief  economic  advantage  that  has  resulted 
from  the  development  of  our  railroads. 

3.  Account  for  the  fact  that  in  Iowa  alone  there  was  not 
an  increase  in  population  during  the  decade  ending 

1910. 

A  W  hat  are  the  economic  forces  back  of  the  relative 
increase  of  population  in  the  city  as  confipared  with 
the  country? 
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Cite  evidence  to  support  "the  growing  conviction  that 
in  protecting  liberty  and  property  the  government  of 
the  United  States  has  neglected  the  interests  oi 
equality." 

'  Relatively  our  output  of  manufactured  products  will 
increase  much  more  rapidly  than  our  output  of  agri- 
cultural products."    Give  supporting  argument. 

What  significance,  other  than  that  suggested  by  Sea- 
ger, is  there  in  the  fact  noted  in  the  tirst  sentence  on 
page  45? 

"The  varied  resources  of  the  United  States  has  made 
the  policy  of  high  protection  far  more  endurable  than 
it  would  otherwise  have  been."  Explain. 

"The  citizens  of  the  United  States  have  invested  less 
than  one  per  cent  of  their  wealth  abroad  while  the 
citizens  of  England  have  made  foreign  investments 
amounting  to  a  much  larger  percentage  of  their 
wealth. '  Account  for  this  difference.  May  our  for- 
eign investments  be  expected  to  increase? 

ECONOMIC  ACTIVITY. 

JL  Motives  to  Business  Activity. 

1.  Make  a  list  of  the  motives  to  business  activity  that 
perhaps  characterize  U)  the  student  canvasser;  (b) 

the  college  graduate  entering  a  profession;  (c)  a 
manufacturer;  {d)  an  agricultural  laborer;  (e)  an 
unskilled  street  laborer. 

2.  W  hat  motives  to  business  activity  are  most  worthy; 

least  worthy? 

ft 

3.  *A  thing  may  have  value  and  not  be  useful:  e.  g.,  an 
old  stone  prized  by  a  collector.'*  Point  out  the  er- 
ror.— T. 
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4.  •  "If  all  the  whisky,  brandy,  gin  and  other  alcoholic 

drinks  in  existence  were  taken  out  and  poured  on  the 
grounds  there  would  not  be  one  whit  less  wealth  or 
value  in  the  world  than  before  the  operation."  Is 
that  sound? — ^T. 

5.  Is  an  amiable  disposition  wealth?  The  grace  of  an 
actor?    The  services  of  a  surgeon?    The  skUl  of  a 

surgeon?    A  slave?    A  hired  laborer?    A  machine? 

Water  in  the  Mississippi  river?  Water  in  a  campus 
fountain?    Water  in  Lake  Superidr? 

6.  "Art  Smith,  the  aviator,  receives  $1,000  per  day  for 

his-flights/ — A  news  item.  Why  do  his  services  com- 
mand a  price  many  times  larger  than  that  paid  for 
the  services  of  a  University  professor? 

7.  The  pelt  of  a  chinchilla-^  piece  of  fur  about  the  size 

of  a  man's  hand— sells  for  $70.    Account  for  this  fact. 

Production  and  Consumption. 

8.  Adam  Smith  referred  to  household  servants  as  "un- 
productive laborers/'  Show  that  they  are  productive. 
What  do  they  produce?  Give  some  justification  for 
Adam  Smith's  terminology. 

9.  "The  only  real  producers  are  the  miners,  lumbermen, 
and  farmers;  for  they  are  the  only  ones  who  add 
something  to  the  total  wealth."  Show  that  there  is 
no  essential  difference  in  the  contribution  of  the 
farmer,  the  miller,  the  baker,  the  grocer,  and  the  de- 
livery man. — ^T. 

10.  "Let  us  do  away  with  these  non-producing  parasitic 
middlemen."  Show  that  the  middlemen  are  pro- 
ducers. 

11.  A  country  inn-keeper  hires  a  man  to  cripple  the  auto- 
mobiles of  the  passers-by.   Is  this  man  a  producer? 

12.  An  automobile  may  be  either  a  producer's  good  or  a 
consumer's  good.  Illustrate. 

13.  Are  the  majority  of  IJfniversity  students  producers  or 

parasites?  Explain. 
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Is  the  teacher  a  producer?  What  does  he  produce? 
Answer  the  same  question  in  regard  to  a  cook;  a 
laborer  in  a  chair  factory;  a  chair  manufacturer. 

**There  is  not  a  real  antithesis  between  production 
and  consumption.  Producers  goods  are  merely  con- 
sumption goods  a  little  less  ripe." 
"Yes,  but  it  is  of  the  greatest  importance  to  the  indi- 
vidual and  to  society  that  the  difference  between  these 
two  classes  of  goods  should  be  clearly  recognized.** 

Discuss  the  validity  of  the  second  quotation. 

V. 

CONSUMPTION  OF  WEALTH. 

a.  What  characteristics  of  wants  is  shown  in  the  ■ 
demand  schedule  oh  page  111  of  Seager? 

b.  Could  demand  properly  be  said  to  change  if  the 

price  of  wheat  should  change  from  98  cents  to  94 
cents?  Explain. 

c.  Does  this  schedule  show  an  elastic^or  an  inelastic 
demand?  Change  the  schedule  to  show  a  greater 
inelasticity. 

Formerly,  ati  expert  cabinet  maker  could  be  found  in 
almost  every  locality.  Why  is  this  not  true  today? 
What  **law"  mentioned  by  Seager  is  responsible  for 
this  change?  By  just  what  process  is  our  industrial 
life  made  to  conform  to  this  priacifAe  in  this  case? 
Mention  other  similar  manifestations  of  this  principle. 

The  servant  class  in  the  Philippine  Islands  greatiy 
resented  the  displacement  of  the  Spanish  by  the 
Amercans  since  the  latter  did  not  employ  nearly  so 
many  servants. 

a.  Was  this  a  hardship  to  servants? 

b.  Argue  that  the  Philippino  laborers  as  a  whole  did 

not  lose  by  this  economy  of  the  Americans. 

c.  Show  that  this  economy  in  servants  may  be  ex- 
pected to  have  benefited  Philippino  laborers. 
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4  A  Des  Moines  surgeon  spent  $3,000  in  building  a 
wall  arot»d  his  back  yard.  Discuss  the  propriety  ot 
tbb  exp«adtt«i*e. 

5.  Mr.  A.:  "Enormous  amounts  of  social  wealth  are 
destroyed  each  day  in  th€  consumption  of  candy,  ice 

cream,  tobacco,  liquor,  et  cetera."  ^ 
Mr.  B.:    '  Yes.  and  similar  amounts  are  destroyed  m 
consuming  bread,  meat,  and  potatoes." 
Discuss  the  merits  of  this  suppositious  controversy. 

6.  Should  a  manufacturer  use  his  earnings  for  enlarging 
his  plant?  Does  your  answer  depend  upon  the  size 
of  the  man's  income?  If  he  enlarges  his  plant  must 
he.  as  Seager  says,  "in  drafting  his  wUl  face  the  prob- 
lem of  the  best  use  of  his  wealth?" 

7  Customer:  "I  cannot  afford  to  pay  $5.00  per  lens  for 
ground  bifocal  glasses  when  I  can  get  cemented  bifo- 
cals for  $1.25."  . 
Dealer-  "Nonsense.  You  pay  $5.00  for  a  patr  of 
shoes  to  put  on  your  feet.  Surely  your  eyes  are  much 
more  important  than  your  feet." 

a.  Which  is  the  better  economist? 

b.  Discuss  the  economic  principle  involved. 

g  A  public  school  text-book  company's  exhibit  at  the 
Panama  Exposition  contained  a  card  made  up  in  part 
as  foUows^: 

The  American  people  spend  each  yeaar: 


For  public  schooU  

For  texl-books   jSOOo'oOO 

For  chewing  gum  «;WOaO 

1°'         Hrink.   325.000.000 

^^Itir"::;:::::::::::::  4io.o«.,ooo 


a.  What  is  implicit  in  this  statement? 
b    Can  we  conclude  from  these  facts  that  our  text- 
books do  not  cost  us  too  much?   What  should  we 
pay  for  them? 
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YL 

PRICE. 

A.  IntroductiotL 

1.  "The  marginal  utility  of  a  bushel  of  wheat  is  60  cents." 
Explain  meaning. 

2.  What  is  meant  by  marginal  utility?  Illustrate. 

3.  By  means  of  the  principle  of  marginal  utility,  explain 
the  mysteries  of  the  so-called  paradoxes  of  value. 
They  are  as  follows: 

a.  A  more  useful  article,  like  bread,  is  lc«s  valuable 
than  a  less  useful  article*  like  diamonds. 

If.  A  most  useful  article,  like  air,  may  have  no  value 
at  all. 

c.  A  part  is  sometimes  more  valuable  thau  the  whole; 
for  by  destroying  a  part,  the  remainder  is  often 
worth  more  than  the  whole. 

'  4.    **Trading  is  wicked,  for  if  one  of  the  articles  traded 
i&  more  valuable  than  the  other  one  of  Ae  traders  is 

cheated,  and  if  they  are  equal  in  value  time  aud  effort 
are  wasted."    Discuss  the  validity  of  this  statement. 

5.  Suppose  that  a  Crusoe  looked  on  his  umbrella  as  fiUii^ 

a  utility  to  him  which  he  estimated  at  $10.  Suppose, 
further,  that  he  could  make  another  just  as  good  with 
five  days'  labor  and  that  he  estimated  the  disutility 
of  a  day's  labor  at  $L00. 
■  a.  What  is  meant  by  the  last  clause? 

b.  Is  it  reasonable  to  estimate  the  disutility  of  a  day's 
labor  in  such  a  way? 

c.  What  value  would  Crusoe  probably  set  on  the 
umbrella? 

d.  What  would  determine  .that  value — utility  or  cost? 
— T. 

6.  Illustrate  from  your  own  experience  the  balancing  of 

disutility  against  utility  in  the  case  of:  (aj  attending? 
a  public  lecture;  (b)  calling  on  a  friend;  (c)  working 
for  money. 
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7.  In  connection  with  each  of  the  three  cases  above,  con- 
sider Seager's  statement  that  the  existence  of  a  sur- 
plus of  utility  above  disutility  makes  life  worth  living. 

a  Show  that  in  each  of  the  above  cases  the  disutility  in- 
volved will  vary  with  the  circumstances  of  the  indi- 
vidual at  particular  times. 

9.  a.   "A  general  rise  in  exchange  values  is  impossible." 

Explain. 

b.    Then  how  can  there  be  a  general  rise  in  prices? 

10.  "That  boy  has  no  appreciation  of  the  value  of  a  dol- 
lar." 

a.  What  is.  meant  by  this  statement? 

b.  Argue  that  the  statement  is  not  sound. 

11.  "Those  who  speak  of  diamonds  having  no  use-value, 
and  of  food  having  infinite  use-value,  must  be  drawing 
their  ideas,  not  from  the  life  of  men  but  from  the  life 
of  cattle."  Smart,  Theory  of  Value,  p.  22.  Explam. 
Why  is  the  price  of  bread  low  and  the  price  of  dia- 
monds high? 

12.  If  the  schedules  on  page  111  of  Seager  represent  the 
market  condition  at  a  particular  time,  what  price  will 
prevail? 

B.   Fi3«d  Supply  Goods. 

13.  A  clothing  store  has  one  hundred  ladies'  suits  which 
are  now  out  of  Style. 

a.  What  will  determine  the  price  that  is  set?  " 

b.  If  the  stock  is  divided  among  three  competing 
merchants  how  will  price  be  set? 

c.  In  any  case  will  the  cost  that  was  incurred  in  pro- 
ducing these,  or  the  cost  that  would  be  incurred 
in  producing  others  like  them,  determine  price? 
Will  it  influence  the  price?  Explain. 

14.  There  are  a  fixed  number  of  building  sites  within  a 
mile  of  the  University  campus. 

a.  What  will  determine  the  price  of  these  sites,— 
cost  or  utility? 
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b.  If  the  number  of  sites  available  for  the  use  of 

university  people  be  increased  through  the  develop- 
ment of  transportation  facilities,  what  effect  will 
this  have  on  the  price  of  near-by  sites?  May  the 
cost  element  influence  the  price  of  the  new  sites? 
Explain. 

15.  If  a  certain  site  yields  $400  net  rent  per  year  and  the 
market  influences  have  fixed  the  rate  of  capitalization 
for  land  income  at  5  per  cent  the  price  of  the  site  will 

be  $8,000. 

a.  What  is  the  computation  process  by  which  the 
price  is  thus  fixed  at  $8,000. 

b.  If  a  tax  of  $100  per  year  be  imposed  upon  this 
site,  what  will  the  net  rent  then  be?    The  price 

of  the  site? 

c.  Will  the  landlord  not  raise  his  rent  to  $500  and 
force  the  tenant  to  pay  the  tax?  Explain  ca^refully. 

16.  "An  old  land  tax  is  burdenless."    Why  is  this  true? 

17.  "If  the  land  taxes  are  levied  according  to  acreage  or 
unit  of  product,  the  effect  of  the  tax  is  quite  different 
than  when  the  tax  is  levied  according  to  rent,  or 
value."  Explain  on  the  basis  of  price  principles. 

18.  "In  1.348-49  the  black  death  carried  off  from  one-third 
to  one-half  of  England's  workingmen.  In  conse- 
quence there  was  a  general  advance  in  wages." 

a.  Explain  the  advance  in  wages. 

b.  What  determined  the  price  that  was  set,"  disutility 
or  utility? 

c.  Do  you  suppose  that  the  wages  remained  at  the 
new  level?  A  fall  in  wages  in  this  case  would  tend 
to  show  that  a  certain  relation  «xisted  between 
utility  and  disutility.  Esqtlain. 

d.  Did  the  price  in  wages  show  that  the  demand  for 
laborers  had  increased? 

19.  A  certain  building  site  regularly  yields  a  net  income 
of  $300.00  a  year.    This  fact  would  cause  it  to  have 
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what  market  value  when  the  rate  of  interest  was  8 
per  c«rt?  Five  per  cent? 

20  A  certoin  automobile  which  is  hired  out,  regularly 
yields  its  owner  a  clear  income  over  all  expenses  of 
about  $300  per  year.  With  interest  at  6  per  cent,  this 
fact  would  cause  the  car  to  have  what  market  value? 

Is  this  a  reasonable  problem? — ^T.  ! 

21.  "Laertes  has  fifteen  hundred  pounds  a  year;  which  is 
mortgaged  for  six  thousand  pounds;— if  he  sold  as 
much  as  would  pay  off  that  debt,  he  would  save  four 
shillings  in  th€  pound,  which  he  gives  for  the  vanity 
of  being  the  reputed  master  of  it. "    Steel.  Spectator 

No.  114.  .  .  •  1 

Account  for  the  fact  that  it  would  be  economical  to 
sell  part  of  the  estate  and  pay  the  mortfifage  rather 
than  hold  all  of  it  and  pay  the  interest  on  the  mort- 
gage. 

22  If  the  rate  of  interest  earned  on  government  bonds:  is 
commonly  1.9  per  cent,  what  price  will  be  paid  for  a 
two  per  cent  government  bond?   A  three  per  cent? 

23.  Formulate  a  principle  for  the  determining  of  price  in 
the  case  of  a  good  whose  supply  is  fixed. 

B.   Variable  Supply  Goods. 

24  *  If  the  supply  of  a  good  can  be  increased  what  wi^^l 

determine  price  if  additional  quantities  are  m  demand  ? 

25  a    If  wooden  chairs  can  be  produced  at  a  cost  of 

thirty  cents  per  chair  what  would  you  expect  to  be 
the  price  of  such  chair?    Why  neither,  more  nor 

less? 

b    If  the  manufacturers  should  be  taxed  ten  cents  for 
*  each  chair  produced,  what  eflfect  would  this  have 
on  the  price  of  such  chair*? 

26  The  prices  of  automobiles  have  been  falling  for  sev- 
eral years.  How  do  you  account  for  this?  How  much 

lower  will  they  go? 
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;  27.    A  shoe  firm  in  Minneapolis  posted  the  following 
schedule  on  its. walls: 

.  .     Men's  Shoes.  La^if'  ^hoe^ 

■      $5.00  values  for  $3.75  $5.00  values  for  $4.00 

$4  00  values  for  $3.00  $4.00  values  for  $3.20 

$3.00  values  for  $2.25  $3.00  values  for  $2.40 

Upon  being  asked  the  reason  for  the  difference  in  the 
two  price  schedules,  the  manager  said:  "There  is 
more  difference  between  Uie  wholesale  and  retail 
prices  of  ladies'  shoes  than  of  men's  shoes."  Account 
for  the  greater  difference  in  the  one  case. 

28  ■■Competition  is  not  eflFective  in  fixing  the  price  of 
ladies'  hats  while  it  is  effective  in  fixing  the  price  of 
men's  hats.  The  proof  of  this  is  seen  in  the  fact  that 
the  price  of  a  man's  hat  approximates  the  cost  ot  the 
material,  whilt  a  woman's  hat  sells  for  far  more  than 
tlie  cost  of  the  material." 

a.  Does  the  fact  stated  establish  the  conclusion? 

b.  What  cost  elements  are  omitted?  Do  these  ac- 
count for  the  prices  charged  for  ladies'  hats,  as 
compared  with  men's,  or  do  you  believe  that  there 
is  a  wider  margin  between  price  and  total  cost  m 
the  one  case  than  in  the  other? 

* 

29  A  Des  Moines  dealer  in  second-hand  furniture  paid 
twenty-five  cents  for  a  chair  and  placed  it  in  his  win- 
dow with  a  fifty-cent  sales  tag  attached.  Sometime 
later  he  took  the  chair  from  the  window  and  re- 
moval the  tag.  One  day  a  lady  saw  the  chair  and 
ilie  following  dialogue  took  place:  "What  will  you 
take  for  that  old  mahogany  chair?"  "What  will  you 
give?"  "Twenfy  dollars."  "I'll  take  twenty-five. 
"I'll  take  the  chair." 

a.  Formulate  a  price  principle  that  is  applicable  to 

this  case. 

b.  Are  cases  similar  to  this  of  frequent  or  of  rare 
occurrence?  Illustrate. 

c    To  what  extent  does  custom  rather  than  bargain- 
ing control  price  today?    Is  custom  of  more  force 
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in  the  matter  of  payments  of  personal  services 
than  in  the  case  of  prices  for  material  goods? 
d.  Is  it  possible  that  the  lady  referred  to  in  this  prob- 
lem would  not  have  bouisht  the  chair  if  it  had 
been  priced  at  fifty  cents?  If  so,  does  she  sacrifice 
$24.50  in  this  case,  or  does  she  get  an  equivalent 
of  the  amount  paid?  Does  this  help  to  explain 
the  prices  charged  by  those  who  cater  to  the  '*best 
trade?"  Are  certain  prices  that  are  set  for  the 
"best  trade"  a  burden  to  the  less- wealthy  or  poor? 
Consider  especially  physicians*  and  dentists' 
charges  as  coxitrasted  with  cafe  prices. 

A  residence  in  Minneapolis  is  taxed  $60.    $20  of 

this  amount  represents  the  tax  upon  the  building, 
and  $40  the  tax  upon  the  lot.  Under  the  operation  of 
the  principles  of  price,  the  $20  house  tax  will  be  paid 
by  the  tenant,  while  the  $40  land  tax  will  be  paid  by 
the  landlord.  Explain  how  it  is  that  things  come  out 
this  way. 

"We  may  expect  the  price  of  meat  to  steadily  in- 
crease."  Why  so? 

As  a  result  of  a  state  anti-tipping  law  the  bootblacks 
of  Des  Moines  increased  the  price  of  shines  from  five 
cents  to  ten  cents* 

a.  Would  you  expect  them  to  lose  any  customers?  If 
so,  by  what  economic  term  may  these  persons  be 
designated? 

b.  If  the  price  is  later  changed  back  to  five  cents 
what  economic  term  may  be  used  to  designate 
those  who  drop  out  of  the  business? 

c.  It  is  possible  that  the  most  efficient  men,  if  any, 

would  drop  out.  Explain. 

"The  mmnal  iwice  of  sandwiches  is  five  cents  but  the 
present  marl^  price  is  $1.00." 

a.  Explain  the  meaning  of  the  first  clause. 

b.  Why  is  the  normal  price  five  cents? 

c.  Account  f9r  the  present  market  price. 
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Supply 

Price 

Demand 

mil.  oz. 

ceats 

mil.  oz. 

215 

59 

185 

210 

58 

190 

205 

57 

195 

200 

56 

200 

195 

55 

205 

190 

54 

210 

With  this  schedule  for  silver: 

a.  What  price  will  be  set? 

b.  How  many  ounces  will  be  produced? 

c.  If  a  tax  of  two  cents  is^  levied  on  each  ounce  pro- 
duced what  price  will  be  set?  Prove. 

.d.  Propose  a  tax  that  will  not  affect  price, — and  that 
willf  therefore,  not  be  shifted?  Just  why  will  such 
a  tax  not  be  shifted? 

e.  Prove  that  it  is  a  matter  of  indifference  in  the 

case  assumed  in  this  schedule  whether  a  tax  isi 
levied  upon  producers,  as  in  **c,"  or  upon  con- 
sumers. 

f.  What  kind  of  good  is  silver  here  represented  tj 
be?   Cite  other  products  that  belong  in  the  same 

class. 

C.   Monopolized  Gqods. 


35.  .  Price.  Demand. 

$4.00  (A)   175,000  (B)  20,000 

3.00  240,000  100.000 

2.00  260,000  .  300,000 

1.00  280,000  700,000 

•  .50  300,000  1,000,000 


a.  Assuming  a  fixed  supply  of  300,000  what  price  will 
be'  set  when  the  supply  is  controlled  by  competing 
sellers  if  demand  is  as  in  (A);  if  as  in  (B)? 

b.  If  the  sellers  combine,  what  price  will  be  set  with 
demand  (A);  with  demand  (B)? 

c.  Will  combination  prove  most  profitable  under  de^ 
mand  (A)  or  demand  (B)? 

d.  Formulate  a  general  principle  on  the  basis  of  the 
conclusion  reached  in  (c). 

e.  If  a  fifty-cent  tax  be  levied  upon  this  good  what 
will  be  the  price  under  nM>nopoly  in  (A) ;  in  (B)  ? 
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f:  Formulate  a  general  principle  bfi  the  basis  of  the 
conclusion  reached  in  (e). 

Chancre  the  assttmption  in  the  above  problem  to  read 
— any  amonnt  can  he  produced  at  a  cost  of  fifty  cents 
per  unit — ^and  answer  above  questions. 


Supply  Price  Demand 

mil.  gal.  cents  mil.  gal. 

7  100 
6  150 
100  -4  200 

150  3  300 

200  2  400 


a.  Under  competition,  what  price  will  prevail? 

b.  Under  monopoly,  what  will  be  the  price? 

c.  State  the  problem  that  confronts  the  monopolist 
when  he  is  controlUng  a  decreasing  cost  good, 

d.  What  will  l)e  the  effect  ui)on  price  if  a  two^ent 
tax  be  levied  upon  the  amount  produced? 

On  the  basis  of  the  above  schedule  show  the  gain  that 
would  come  to  the  monopolist  from  being  able  to  sell 
at  different  prices. 

^Vhat  is  the  factor  that  limits  monopoly  price  in  the 
above  schedules?  What  other  factor  often  operates 
to  keep  down  monopoly  price?  Illustrate. 

''There  is  a  good  deal  of  nonsense  said  about  the 
power  to  rob  the  public  possessed  by  a  company 
which  furnishes  a  public  utility.  The  company  can  get 
no  more  than  the  public  is  willing  to  pay.'  If  the  pub- 
He  think  the  price  too  high,  they  will  not  pay  it;  and 
the  company  will  be  forced  to  put  the  price  at  what 
the  public  is  convinced  is  a  fair  price." 

a.  What  is  a  fair  price  as  generally  understood  by 
the  public? 

b.  Ts  there  good  reason  to  expect  that  the  com- 
panies who  furnish  public  utilities  will  sell  them 
for  fair  prices,  in  the  absence  of  special  contract 
or  government  control?    Why? — T. 
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41/  "This  company  has  voluntarily  reduced  the  price  of 
gas.  We  found  that  we  could  furnish  it  at  a  lower 
figure." — ^An  officer  of  the  Ann  Arbor  Gas  Company. 

a.  Are  you  inclined  to  accept  the  second  statement 

as  an  explanation  of  the  company's  action?  Ex- 
plain. 

b.  If  not,  do  you  regret  that  your  arc  forced  to  this 
conclusion? 

C.   Show  definitely  how  self  interest  may  have  prompt- 

w 

ed  the  price  reduction, 

VIL 

PRODUCTION :  LAND. 

1.    a.  What  is  land? 

b.  Is  the  fertility  in  the  soil  part  of  the  land? 

c.  Should  fences  be  classed  as  land?  Tile  drains? 
Trees  in  a  young  orchard?   Trees  in  a  wood  lot? 

d.  Does  difficulty  of  making  distinctions  in  particular 
cases  warrant  the  conclusion  that  such  distinctions 
are  useless?  Illustrate. 

"The  supply  of  land  is  fixed." 

"The  supply  of  land  is  elastic.  Witness  the  great 
increase  in  the  supply  of  land  during  the  past  cen- 
tury/'   Discuss  the  point  at  issue. 

**Land  may  be  a  technical  factor  in  production,  yet  not 
an  economic  factor."  What  is  the  test  as  to  whether  a 
good  is  an  economic  good?  Is  there  any  land  today 
which  is  not  an  economic  good?  Is  it  possible  that 
such  land  may  be  in  productive  use? 

What  are  the  chief  points  of  difference  between  land 
and  other  goods?  These  differences  furnish  the 
basis  for  what  proposal?  .  ; 

Why  do  not  farmers  confine  their  work  to  one  acre 
of  land ?  Why  is  it  socially  important  to  increase 
the  available  stock  of  land  by  improvements  such 
as  drainage  and  irrigation  projects,  and  transportation 
facilities? 


1. 

3. 

4. 

s. 
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6.  The  following  table  represents  two  factors  arranged 
in  many  different  combinations.  Note  particularly 
the  first  three  columns  from  which  the  results  shown 
in  the  other  columns  are  computed. 


TABLE  OF  COMBINING  PROPORTIONS.' 


I 

II 

III 

IV 

V 

VI 

VII 

VIII 

IX 

-*-» 

II  \ 

V 

—  • 

c 

c 

cn 

bo 

to 

CO  J 

"r  s 

O  -D 

r- ' 

O  "J 

a, 

n  « 

>-  < 

o  5 

>  c 

< 

< 

o 

<  - 

1 

20 

2 

2 

•  ■ 

. .  . 

.1 

1 

1 

2 

20 

3 

6 

1 

4 

.3 

2 

4 

3 

20 

4 

16 

2 

10 

.8 

4 

10 

4 

20 

5 

35 

4 

19 

1.7 

7 

19 

5 

20 

6 

84 

7 

49 

4.2 

14 

49 

6 

20 

* 

7  • 

126 

14 

42 

6.3 

18 

42 

7 

20 

8 

156 

18 

30 

7.8 

19.5 

30 

8 

20 

9 

179 

19.5 

23 

8.9 

19.8 

23 

9 

20 

10 

200 

19.8 

21 

10 

20 

21 

10 

20 

12 

236 

40 

36 

11.8 

19.7 

18 

11 

20 

14 

266 

39 

30 

13.3 

19  , 

15 

12 

20 

16 

290 

38 

24 

14.5 

18.1 

12 

13 

20 

18 

312 

36 

22 

15.6 

17.3 

11 

14 

20 

20 

330 

34 

18 

16.5 

16.5 

9 

15 

20 

22.2 

346 

36 

16 

17.3 

15.6 

7.2 

16 

20 

25 

362 

43 

16 

18.1 

14.5 

5.7 

17 

20 

28.5 

380 

50 

18 

19 

13.3 

5 

18 

20 

33.3 

393 

63 

13 

19.6 

11.8 

2.6 

19 

20 

40 

400 

78 

7 

20 

10 

1 

20 

20 

44.4 

398 

44 

—  2 

19.9 

8.9 

—  5.5 

21 

20 

50 

693 

50 

—  5 

19^ 

7.8 

—  1 

22 

20 

57.1 

360 

56 

—  33 

18 

6.3 

—  4 

23 

20 

66.6 

280 

60 

—  80 

14 

4.2 

—  8 

24 

20 

80 

140 

r,6 

—140 

7 

1.7 

—  S 

.  25 

20 

100 

80 

35 

—  60 

4 

.8 

—  .3 

26 

20 

133.3 

40 

26 

—  40 

2 

.3 

—  1 

27 

20 

200 

20 

20 

—  20 

1 

.1 

—  3.3 

« Taylor's  Prindple»  of  Economics, 
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a.  Whai  combinations  are  in  the  stage  of  increasing 
returns?  Of  decreasing  returns?  What  combina- 
tion marks  the  point  of  maximum  returns? 

b-  If  you  had  at  your  disposal  20  A's  and  18  IVs. 
what  product  would  you  get?  How  much  larj^er 
product  would  you  get  than  if  you  had  only  16 
B  s?  If  you  are  buying  B's  in  the  market,  would 
it  pay  you  to  buy  and  use  eighteen  rather  than 
sixteen? 

c-  If  A's  cost  $3.00  each  and  B's  $1.00  each,  at  which 
combination  will  the  output  cost  the  least  per 
unit? 

d.  Reverse  the  prices  and  answer  the  question. 

e.  If  A's  were  free  and  B's  were  not,  which  coml)ina- 
tion  would  you  use?  If  B's  were  free  and  A's 
were  not? 

f.  If  A's  represent  acres  of  land  and  B's  units  of 
labor,  which  combination  would  you  use  in  north- 
western Canada?    In  central  Illinois? 

g.  If  B's  represents  units  of  building,  which  com- 
bination would  you  use  in  a  cross-roads  village? 
In  the  business  district  of  Minneapolis? 

7.  "When  one  gets  into  the  stage  of  decreasing  returns 

he  begins  to  lose  money."    Do  you  agree? 

8.  "As  an  industrial  society  we  should  seek  to  work  just 
at  the  beginning  of  the  stage  of  diminishii^  returns, 
but  individual  land  owners  will  fjnd  it  most  profit- 
able to  work  at  the  point  of  maximum  returns  if 

wages  are  low^  enough  to  warant  it." 

a/  Pravc  the  first  statement. 

b.  As  a  society  how  can  we  keep  out  of  the  later  com- 
binations? 

c.  Prove  the  second  statement. 

d.  How  low  must  wages  go  to  warrant  the  land- 
owner in  using  the  19th  combination  in  the  above 

table?  With  wages  this  low  compute  the  wages 
expense  and  find  the  rent  which  the  landlord  en- 
joys. 
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e.  How  much  rent  will  the  landlord  have  if  wages 
warrant  his  using  the  Il.th  combination  but  not 
the  twelfth? 

f.  Should  you  expect  to  find  that  the  landed  inter- 
ests have  favored  or  opposed  immigration?  That 

-    real   estate  owners  encourage  or  discourage  at- 
tempts to  increase  a  city's  population? 

g.  What  is  the  double  significance  then  of  an  increase 
in  population? 

9       This  manufacturer  netted  12%  interest  last  year; 

his  i)lant  is,  clearly,  not  in  the  stage  of  diminishing 
returns."  Examine. 

10.  "All  the  other  classes  (those  other  than  landlords) 
suffer  by  a  compounded  pressure  of  adversity — the 
law  of  diminishing  returns  smites  them  with  both 
ed^es  of  its  sword:  landowners  are  gaining  throus^h 
the  progressive  misfortune  of  society  as  a  whole." 
Davenport.  Conference  on  State  and  Social  Taxation, 
1907.  Discuss. 

11.  "It  is  of  course  true  that  industry,  especially  agri- 
cultural industry,  is  subject  to  the  law  of  diminishing 
returns.  Nevertheless,  history  shows  very  plainly 
that,  as  population  has  increased  from  a  few  millions 
to  more  than  a  billion,  the  supplying  of  the  economic 
needs  of  society  has  become  not  more  difficult  but 
much  easier." 

Show  that  the  two  statements  are  not  contradictory. 

12.  "No  farmer  of  intelligence  and  experience  concen- 
trates all  his  energy  on  the  best  land  of  his  farm,— 

he  rather  divides  it  among  several  different  grades. 
In  this  we  have  conclusive  proof  that  land,  considered 
as  an  instrument  of  production,  is  subject  to  the  law 
of  diminishing  returns." 

Show  that,  admitting  the  first  statement  to  be  true, 
the  second  necessarily  follows.  . 


13. 


"The  formation  of  boys'  corn  clubs  is  an  excellent 
thing.    Some  of  the  boys  who  belong  to  these  clubs 
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have,  by  devoting  their  time  to  a  single  acre,  raised 
upon  it  as  much  as  two  hundred  bushels  of  corn. 
This  sort  of  intensive  cultivation  shows  the  possi- 
bilities of  American  agriculture  and  should  be  en- 
couraged." 

a.  Under  what  conditions  is  intensive  agriculture  eco- 
nomical? 

b.  Is  America  in  position  to  practice  intensive  agri- 
culture? 

c.  What  fundanuMUal  economic  law  is  overlooked  in 
the  above  quotation? 

4.     **Economists  are  foolish  to  worry  so  much  about  the 

increase  in  population..    Every  child  born   into  the 

world  brings  the  power  to  produce  as  well  as  the 

need  to  consume.    His  coming,  therefore,  has  no 

tendency  to  diminish  the  economic  welfare  of  the 
masses.'* 

Argue  against  the  contention  of  the  last  sent^ce. 

VIII.  .  -  ■ 

PRODUCTION:   LABOR  AND  CAPITAL. 

Labor. 

1.  Is  the  effort  of  the  following  to  be  called  labor:  (a) 

a  teacher;  (b)  a  college  football  player;  (c)  a  pro- 
fessional baseball  player;  (d)  an  opera  singer;  (e)  a 
preacher;  (f)  a  Sunday  School  teacher? 

2.  What  do  you  understand  by  the  expression:  "the  cost 

of  labor  expressed  in  human  terms?*' 

3.  Is  any  labor  pleasant?  Is  a  large  degree  of  it  pleas- 
ant? Should  it  all  be  pleasant  if  possible?  What  kind 
is  most  pleasant?  Least  pleasant?  Does  attitude  in- 
fluence the  worker  in  this  respect?  Does  aptitude? 
How  can  labor  generally  be  made  more  pleasant?  Is 
this  an  important  problem? 

4.  "The  American  high-priced  labor  is  the  cheapest  in 
the  long  run.**   Give  sui4>orting  argument. 
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5.  ''A  display  of  wealth  by  the  employer's  wife  may  rea- 
ronably  be  expected  to  decrease  the  efficiency  of  the 
workmen."   Justify  this,  statement. 

6.  How  can  employers  increase  or  maintain  the  efficiency 
of  the  workers?  Give  general  answer  with  concrete 
suggestion. 

B.  Capital 

7.  Does  labor  ever  produce  without  the  aid  of  capital? 
Give  illustrations. 

8-  Why  go  to  work  to  make  a  machine  to  make  a  ma- 
chine to  make  a  machine  to  produce  a  pair  of  shoes? 
Would  it  not  he  hetter  to  avoid  all  that  roundahoul 
process  and  have  a  cobbler  make  them  in  the  first 
place? — C. 

9.    Just  why  is  the  capitalistic  method  more  efficient? 

10,  Give  examples  of  fixed  capital:  of  circulating  capital; 
of  specialized  capital;  of  free -capital.' 

U.  ''His  strength  is  his  capital."  Ts  "capitar*  here  used 
in  accordance  with  the  economic  definition  of  capital? 

12.  ^'Discovery  and  invention  have  doubtless'  played  a 
very  large  part  in  securing  our  present  high  indus- 
trial efficiency^  But  they  are  not  the  whole  thing. 
The  increase  of  capital  has  been  equally  necessary; 
for,  without  capital,  invention  could  have  accom- 

'  plished  little  or  nothing."    Defend  and  illustrate  the 

last  sentence. — ^T. 

13.  "The  common  pursuit  of  forestry  as  a  private  busi- 
ness almost  had  to  wait  until  capital  became  relatively 

very  abundant."  Why  should  this  be  true  of  forestry 
more  than  of  wheat  raising? — T. 

14.  How  is  saving,  or  waiting,  involved  in  the  building 
of  a  house?    Who  does  the  waiting? 

15.  Assume  two  farm  communities  and  show  the  eco 
nomic  significance  of  saving  by  assuming  that  one 
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saves,  postpones  consumption,  and  devotes  energy 
and  products  to  roundabout  production,  while  the 

other  uses  productive  energy  to  provide  only  con- 
sumption goods. 

16.  What  is  the  "human  cost"  of  having  capital?  Doe^ 
this  help  explain  interest?  How? 

17.  Has  the  automobile  increased  or  decreased  the 
amount  of  capital  compared  to  what  it  would  have 
been  without  it?  Argue  both  pro  and  con.  If  it  is  re- 
stricting the  building  of  capital,  is  its  existence  neces- 
sarily regrettable?  What  is  the  purpose  of  economic 
activity? 

18.  What  effect  have  ice  cream  parlors,  et  cetera,  on  the 
amount  of  capital?   Should  they  be  abolished? 

IX. 

PRODUCTION:  CO-OPERATION  AND  BUSINESS 

ORGANIZATION. 

A.  Co*operation — Specialization. 

1.  "Specialization  is  now  carried  to  a  far  greater  degree 
than  it  was  one  hundred,  or  even  fifty,  years  ago." 

a.  What  inventions  have  made  this  possible? 

b.  What  advantages  have  accrued?    What  disadvan- 
tages? 

c.  By  just  what  process  has  this  specialization  been 
brought  about? 

d.  Do  you  expect  that  it  will  be  carried  still  further? 

2.  "One  should  not  depend  upon  others  for  that  which 

is  necessary  to  his  very  existence."    Do  you  agree? 

Mention  some  worker  who  depends  upon  others  for 

everything  that  he  wants  to  consume.   Is  he  wise  or 

foolish  in  doing  this? 

»  • 

3.  ''The  farmer  should  sell  his  product  direct  to  the 
consumer  and  thus  eliminate  the  parasitic  middle- 

man."    '  .  . 

■  .  *  -  - 
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a.  Point  out  the  advantages  to  the  farmer  of  selling 
to  the  middleman. 

b.  If  farmers  gain  by  selling  to  middlemen  are  they 
parasitic? 

4.  \\  hat  has  the  European  War  taught  as  to  the  extent 
to  which  world-wide  co-operation,  or  specialization, 
has  been  carried?  Illustrate. 

5.  '  The  European  War  has  taught  the  Southerner  thai 
he  should  engage  in  diversified  farming  rather  than 
devote  himself  solely  to  the  raising  of  cotton."  Do 
you  agree?  Do  political  considerations  influence  the 
question  of  the  advisahility  of  specializing?  What  il- 
lustration from  our  history  bears  on  this  question? 

6.  "It  is  a  shame  that  we  must  depend  upon  foreign  co- 
operation for  any  good.  We  should  produce  what 
we  want  or  go  without." 

a.  Do  you  consider  it  discreditable  to  us  to  rely  upon 
the  foreigner  for  certain  products?  Explain. 

b.  Does  this  quotation  bespeak  a  narrow  or  a  cos- 
mopolitan mind? 

€.  Some  are  disposed  to  see  in  world-wide  co-opera- 
tion a  force  making  for  the  spiritual  unity  of  all 
peoples.   Give  reason  for  this  view. 

7.  "Only  foreign  trade  can  enrich  a  nation.    Trade  be- 
tween sections  of  the  country  cannot  add  to  national  - 
wealth." 

a.  Show  that  Minnesota  is  increasing  its  wealth  by 
trading  with  other  sections  of  the  country. 

b.  Is  there  any  real  difference  as  to  the  gain  arising 
from  internal  trade  and  that  arising  from  foreign 
trade? 

&  Suppose  our  foreign  market  showed  a  permanent  net 
shrinkage  of  200  millions  of  dollars  per  annum,  would 
this  mean  that  our  yearly  income  would  be  200  mil- 
lions smaller?   State  the  loss  in  general  terms. 
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9.  From  the  Congressional  Record  for  May  17,  1909: 
"Mr.  Aldrich:  Assuming  that  the  prices  fixed  by  the 
reports  is  the  correct  one,  if  it  costs  10  cents  to  pro- 
duce a  razor  in  Germany  and  20  cents  in  the  United 
States,  it  will  require  100  per  cent  duty  to  equalize 
the  conditions  in  the  two  countries  ♦  *  ♦  And, 
so  far  as  I  am  concerned,  I  shall  have  no  hesitancy 
in  voting  for  a  duty  which  will  equalize  the  condi- 
tions. *  *  *  J  ^ould  vote  for  300  per  cent  as 
cheerfully  as  I  would  for  50."  To  what  sort  of  an 
economic  system  would  such  notions,  if  logically  car- 
ried out,  inevitably  lead? — ^T. 

B.  The  Enterpriser. 

10.  a.   Is  the  function  of  the  enterpriser  separate  and  dis- 

tinct from  that  of  the  laborer,  capitalist,  or  land- 
lord? 

b.  Just  what  is  his  function? 

c.  Must  he  have  a  separate  reward  as  enterpriser? 
What  is  this  called? 

11.  "In  plants  wherein  the  working  men  own  the  busi- 
ness, the  place  of  the  enterpriser  is  taken  by  a  man- 
ager elected  by  the  workmen." 

What  is  the  fault  in  this  statement? — T. 

12.  If  you  were  a  grocery  clerk  receiving  a  salary  of 
$1,200  per  year  and  an  assured  income  of  $250  from 
$5,000  which  you  possess,  wpuld  you  consent  to  put 
your  money  ($5,000)  into  the  business  and  become  a 
partner  if  yau  felt  reasonably  certain  of  haviiig  $1,450 
as  your  yearly  share  of  the  returns  from  the  store? 
On  the  basis  of  your  answer  formulate  general  prin- 
ciples in  regard  to  the  economic  function  and  the 
economic  reward  of  the  enterpriser.  Is  it  possible 
that  other  than  economic  motives  might  influence 
your  decision  in  this  case?  Explain. 

C.  The  Corporation. 

13.  Are  there  economic  advantages  in  corporate  organiza- 
tions due  to  the  fact  that  the  shares  of  stock  can 

be  bought  for  about  $100  and  are  transferable? 
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14.  Should  you  include  limited  liability  in  the  group  of 
four  advantages  of  corporate  organization  mentioned 

by  Seager?  Flxplain.  Has  this  feature  been  of  im- 
portance socially? 

15.  *'The  corporation  has  given  us  a  separate  entreprener 
class."  How? 

16.  What  economic  role  is  played  by  the  stock  holder? 
By  the  bond  holder? 

17.  Why  have  industrial  conditions  since,  rather  than  be- 
fore, the  industrial  revolution*  stimulated  the  growth 
of  corporations? 

D.  Large  Scale  Production. 

17.  Are  principles  of  large  scale  production  applicable  to 
portrait  painting?  To  picture  painting?  To  tailor- 
ing?   To  the  making  of  kitchen  knives? 

18.  Edison  proposes  to  develop  a  method  of  housebuild- 
ini?  hy  pour  in  cement  into  a  system  of  structural 
moulds  which  may  be  used  over  and  over.  Are  such 
houses  likely  to  be  in  demand?  Why?, 

19.  Generalizing  your  answers  to  the  preceding  questions, 
what  classes  of  products  are  likely  to  be  produced  on 
a  large  scale? 

20.  List  the  disadvantages  of  large  scale  production  from 
the  standpoint  of  the  consumer.  From  the  standpoint 
of  the  workers.  From  the  standpoint  of  society  gen- 
erally. 

E.  Combining  Proportions. 

21.  From  data  in  table,  page  18,  arrange  a  tal)le  for  com- 
binations 9-14  including  columns  I-IV  as  in  the  table 
and  adding  columns  as  follows:    V,  average  cost; 

VI,  added  cost;  VII,  selling  price  at  50  cents;  VIII, 

added  sell  in  price;  IX,  profit ;  X,  selling  price  at 
$.4133;  XI,  profit;  XII,  added  selling  price  at  $.4133. 
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From  data  in  this  constructed  table,  answer  the  fol- 
lowing questions: 

a.  If  you  had  to  pay  $2.00  each  for  A's  and  $5  for 
R's.  which  combination  would  you  find  most  profit- 
able to  use? 

b.  In  combination  9  to  11,  the  plant  is  in  the  stage 

of  ^  returns  and   costs;  beyond  11 

 costs. 

c.  If  product  were  selling  at  50c  i)cr  unit  whicli  com- 
bination would  you  use?  What  would  be  your 
average  cost?  If  A's  can  be  increased,  will  it  be 
more  profitable  to  increase  A's  with  B's  so  as  to 
maintain  combination  11,  or  to  increase  B's  alone? 

d.  Assume  costs  as  given  to  l)e  fixed,  under  free 
competition  what  price  will  come  to  prevail? 

e.  What  will  be  the  social  significance  of  this  change 
in  price? 

22,    "We  can  pay  only  $1,20  for  an  eight-hour  day  but  we 
will  pay  thirty  cents  additional  for  a  nine-hour  day." 

Illustrate  concretely  how  the  enterpriser  is  able  to 

pay  twice  as  much  per  hour  for  the  ninth  hour  as  for 
the  eight  hours. 

.  23.  The  principle  involved  in  the  above  pro])lem  can  be 
used  to  explain  the  use  of  rebates  and  other  forms  of 
discrimination  by  the  railroads  in  an  effort  to  increase 
traffic.  £xplain. 

24-    Show  that  the  law  of  diminishing  returns  applies  to 
office  buildings. 

X. 

SOME  SPECIAL  CASES  OF  PRODUCTION. 
A.  Speculation 

1.  Is  the  risk  of  price  fluctuation  greater  or  less  than 

formerly?  . 

2.  *' Every  man  who  buys  a  good  to  sell  again  is  a  specu- 
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lator."  Is  this  true?  If  men  buy,  not  in  order  to  sell 
the  identical  good  again,  but  in  order  to  produce  an- 
other article  for  sale,  they  often  turn  over  the  element 
of  speculation  to  other  men.  How  is  this  possible? 

3.    Is  it  economical  to  have  a  separate  speculating  class? 

■  4.  ''Speculation  is  the  taking  of  necessary  risks;  gam- 
l)ling  is  the  taking  of  unnecessary  risks."  Illustrate 
the  truth  of  both  parts  of  this  statement. 

5.  A  miller  buys  10,000  bushels  of  wheat  in  January  at 
$1.00  per  bushel  and  expects  to  sell  the  flour  in  March 
at  the  price  then  prevailing.  If  the  price  of  wheat 
should  rise  and  cause  a  rise  in  the  price  of  flour,  he 
will  gain,  but  if  the  price  should  fall  he  will  lose.  He 
does  not  wish  to  bear  the  risk  of  the  loss: 

a.  Who  will  bear  this  risk  for  him?  How  will  this 
other  person  be  recompensed  for  doing  this?  By 
just  what  process  will  this  second  person  assume 
the  risk?  Is  it  socially  worth  while  to  have  a  spe- 
cial class  of  persons  who  will  assume  these  risks? 
This  is  in  line  with  what  principle  of  social  econ- 
omy? 

b.  .  If  January  wheat  is  $1.00  and  the  cost  of  carrying 

wheat  until  March  is  3c  per  bushel,  then  March 

wheat  would  be  worth  $1.03  in  January.  If  the 
miller  sells  short  for  March  at  the  time  he  buys 
the  wheat  he  is  to  grind,  his  account  will  stand  as 
follows: 

Wheat  for  milling. 

10,000  bushels  at  $1.00  $10,000  . 

Storage,  insurance,  etc.,  two  months,  3c.,  300 

Total  cost  $10,300 

Future,  or  short,  sale. 
10,000  bushels  to  be  delivered  March  1st 

at  $1.03  $10,300 


Total  selling  price  of  short,  sale  $10,300 

If  price  is  $1.00  March  1st,  how  much  will  the 
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miller  lose  on  his  flour  due  to  the  fact  that  the 
price  is  $1.00  rather  than  $1.03  as  expected?  But 
as  he  can  buy  wheat  at  $1.00,  to  be  delivered  at 
$1.03,  he  will  make  what  sum  on  his  short  sale? 
Does. his  loss  and  gain  balance?  If  so,  how  does 
he  make  any  money? 

c.  Assume  price  to  have  risen  to  $1.08  on  March  1st 
and  compute  the  miller's  gain  or  loss  on  each 
transaction? 

d.  Why  use  the  term  "'selling  short?" 

6.  Argue  that  wheat  speculation,  as  illustrated  here* 
tends  to  lower  the  price  of  flour. 

7.  A  builder  contracts  in  May  to  construct  a  building  in 
September.  If  he  frees  himself  from  risk  by  contract- 
ing to  buy  his  materials  from  the  manufacturer,  how 
can  the  manufacturer  escape  the  risk  of  loss?  Work 
out  a  case  illustrating  this  on  lines  similar  to  the 
wheat  case  above. 

8.  Taylor  says  that  the  chief  functions  of  speculation  in 

produce  are:  (1)  To  establish  proper  price;  (2)  To 
secure  the  bearing  of  the  risk  burden  of  ownership  in 
the  easiest  and  cheapest  way?  Show  how  each  of 
these  ends  is  secured. 

9.  "The  buying  and  selling  of  stocks  and  bonds  encour- 
ages the  investment  of  capitaL**  Show  that  this  is 
true  for  two  reasons. 

10.    "The  function  of  enterpriser  can  be  efficiently  per- 
formed only  in  case  capital  is  available/' 

a.  Support  this  statement. 

b.  Poes  the  stock  market  help  to  make  capital  avail- 
able? 

c.  Does  the  existence  of  a  market  in  which  Uuyers 
can  sell  encourage  investment? 


11. 


"The  efficiencjr^^of  the  corporation^as  a  factor  in  pro- 
duction is  greatly  enhanced  by  the  existence  of  the 
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stock  market."  By  a  hypothetical  case,  show  that 
this  statement  is  true. 

"We  have  borrowed  an  enormous  sum  of  capital  from 
abroad  durin.^  our  history." 

a.  In  what  form  have  we  imported  this  capital? 

b.  How  have,  the  loans  been  negotiated? 

c.  H<5w  have  the  debts  been  paid  when  payment  was 
desired? 

Note  the  prices  of  the  various  securities  listed  in  the 
daily  papers.  Why  is  there  such  differences  in  the 
prices  of  securities? 

What  are  some  of  the  evils  of  stock  speculation? 
Can  you  suggest  corrective  remedies? 

B.  Insurance. 

15.  "Insurance  eliminates  risks'."  Is  this  true?  Do  fire 
insurance  companies  i)revent  fire?  Do  they  prevent 
fire  losses  to  individuals?   Just  what  is  their  function? 

10.  Is  insurance  a  cost  of  production?  Does  it  encourage 
production?    Is  an  insurance  company  a  producer? 

11.  Just  what  is  the  influence  of  insurance  upon  distribu- 
tion?, 

12.  "No.  that  l)ui!ding  that  just  l)urned  was  not  insured. 
I  have  not  insured  a  building  for  twenty  years." — .\ 
successful  farmer.  Why  doesn't  he  insure  his  build- 
ings? Why  did  he  stop  insuring  them  at  the  time  he 
did? 

XL 

PRODUCTION  AND  DISTRIBUTION. 

*    L     What  does  the  economist  mean  by  distribution?  In 
what  other  sense  is  this  word  often  used? 

2.     *'V\'e  produce  in  order  that  we  may  consume." 

a.  If  so,  is  the.distribution  process  important?  Why? 


12. 

13. 
14. 
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b.  Some  persons,  at  least,  produce  for  other  than  the 
single  reason  given  in  this  statement-  -Explain  and 
cite  examples  to  illustrate. 

3.  Through  what  four  doors  are  the  products  of  our  in- 
dustry distributed?  Are  the  two  processes,  produc- 
tion and  distribution,  separate  and  distinct?  Do  not 
forget  to  explain.  •  r  ' 

4.  ''Distribution  is  determined  by  the  prices  that  are  set 
upon  the  production  factors."  Explain. 

5.  Is  the  subject  of  distribution  of  wealth  more  impor- 
tant today  than  it  was  at  the  time  of  the  indostrml 
revolution?  Is  so,  explain  why. 

'  6.   What  Seac^er  means  by  "wages  of  management"  is 
often  called  ''enterprisers'  profits."    It  may  be  urged 

that  the  income  in  question  is  not  wages  and  is  not 
paid  for  management.  Argue  for  and  against  Seager's 
use  of  the  term. 

7.  '*The  goods  produced  today  are  in  the  main  not  avail- 
able for  consumption  until  tomorrow,  which  necessi- 
tates payment  in  yesterday's  goods.  Due  to  the  fact 
that  industry  is  expanding,  we  produce  more  today 
than  yesterday*  hence  by  bdng  paid  with  yesterdajr's 
goods,  we  do  not  get  an  equivalent  of  wbat  ^we  pro- 
duce." Is  distribution  in  a  progressive  society  neces- 
sarily unfair?    Discuss  fully. 

8.  Whatsis  the  problem  of  distribution?   How  does  Sea- 

ger  answer  it? 

XII. 

DISTRIBUTION:  RSNT. 

1.  ''Rent  represents  the  economic  advantage  of  owning 
a  particular  parcel  of  land.'' 

a.  Illustrate. 

b.  If  it  costs  30  cents  to  produce  wheat  upon  a  partic- 
ular parcel  of  land,  will  ownership  of  this  land  be 
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economically  advantageous  if  wheat  sells  for  30 
cents?  What  income  would  be  received  at  this 
price?   Under  what  conditions  would  rent  exist? 

c.  If  all  other  land  is  of  this  same  grade,  will  rent 
ever  appear? 

d.  Illustrate  the  economic  advantage  of  owning  a 
lot  in  Minneapolis. 

2.  "Rent  is  due  to  the  fact  that  prices  rise  above  cost." 

a.  Give  argument  in  support  of  this  statement. 

b.  Why  does  price  rise  above  cost?  . 
c  Then  why  does  rent  exist? 

3.  "Price  rose  from  JO  cents  to  40  cents  per  bnshel,  mak- 
ing it  possible  to  farm  poorer  land,  which  caused  rent 
to  emerge  on  the  best,  or  30  cent,  land."  Criticise  this 

statement. 

4.  ^Rent  is  an  economic  advantage  which  rises  in  conse* 

quence  of  superior  productivity  of  land  above  the 
margin  in  comparison  w^ith  that  at  the  margin."  Sea- 
ger,  page  240.    Criticise  this  statement. 

5.  "Rent  is  measured  by  the  method  of  difierences,  start-  , 
ing  from  the  no-rent  land  margin  and  proceeding 
from  grade  until  the  best  and  most  favorably  situated 
lot  for  the  purpose  that  is  economically  most  impor- 
tant is  reached.**   Seager,  page  241. 

a.  Is  it  necessary  to  have  no-rent  land  in  order  to 
have  rent? 

b.  Only  under  what  assumption  can  rent  be  meas- 
ured as  suggested  in  this  quotation? 

6.  What  influence  do  you  expect  that  the  refrigerator 
cars  have  had  upon  rent?  The  automobile? 

7.  a.  If  a  tract  of  land  is  bearing  $400  rent  and  men  are 

satisfied  with  5%  income  from  land,  what  price 

will  be  set  on  this  tract?   What  price  if  the  rate  of 
capitalization  is  3%? 

b.  If  this  land  is  expected  to  bear  $500  rent  five  years 
from  now  ind  $600  ten  years  from  now,  will  this 
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affect  the  market  price  of  the  land?   Put  in  terms 

of  interest  earnings,  what  will  be  the  effect  of  this 
expected  increase  in  rent? 

8,  If  one  pays  $40  rent  for  a  residence  in  Minneapolis, 
how  would  you  determine  the  amoutnt  of  rent  proper 
(land-rent)  that  is  paid? 

9.  Do  you  expect  that  rent  will  increase  or  decrease  in 
the  United  States?  Explain.  Which  sections  do  you 
expect  to  increase  in  rent  relative  to  other  sectioas? 

XIIL 

DISTRIBUTION:  WAGES. 

L  What  are  wages  of  management?  Show  that  this 
payment  is,  in  a  sense,  quite  different  from  wages. 

2.  ''An  industrial  society  in  which  certain  perscms  are 
paid  $500  per  day  while  thousands  of  their  brothers 

are  paid  only  $2  per  day  is  indefensible." 

a.  Do  you  agree?    Discuss  fully. 

b.  Is  it  socially  necessary  to  have  differences  in  the 
wages  paid  in  different  positions?    Eiq^lain  fully 

using  illustrations. 

3.  ''Men  love  to  excel  at  difficult  and  important  tasks. 
The  instinct  of  workmanship  and  social  prestige  will 
hold  them  to  the  socially  important  work.  Differences 
in  financial  remuneration  are  not  necessary." 

Do  you  agree?    Discuss  fully. 

4.  "What  will  you  charge  for  this  room  for  a  week?" 
"I  do  not  know  what  they  get  for  rooms  here.  I  shall 
ask  my  neighbor." 

a.  This  colloquy  shows  the  importance  of  what  fac- 
tor? 

b.  Is  this  factor  influential  in  determining  wages?  Il- 
lustrate. 

5.  Why  do  surgeons  receive  incomes  that  are  greatly 
in  e:Kces8  of  incomes  receive  by  physicians? 
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6.  "Women  are  paid  less  than  men  for  similar  work." 
Explain. 

7.  "Earning    power    depends    on    two  circumstances. 
These  are,  the  appreciation  in  which  the  goods  pro-. 

-  duccd  are  held  by  consumers  and  the  number  of  work- 
ers competent  to  engage  in  such  production  as  com- 
petitors."   Seager,  page  250. 

a.  Does  the  number  of  workers  in  a  particular  line 
of  industry  influence  '*the  appreciation  in  which  the 
goods  produced  arc  held  by  consumers?^' 

b.  State  these  two  circumstances  as  one. 

8.  Assume  a  community  in  which  wheat  raising  is  the 

main  industry. 

a.  What  will  determine  the  wages  in  wheat  that 
rival  farmers  will  pay?  Will  this  increase  or  de- 
crease as  population  incrbases?  Will  they  be 
forced  to  pay  all  that  they  can  pay?  What  bearing 

has  this  on  the  preceding  question? 

b.  How  would  wages  be  aflPectcd:  (1)  if  the  meth- 
ods of  raising  wheat  should  be  improved;  (2)  if 
improved  transportation  facilities  should  make 
more  wheat  land  available;  (3)  if  gold  should  be 
discovered  in  adjacent  territory? 

i\.  9.    Why  are  wages  higher  in  Montana  than  in  Georgia? 

10.  Suppose  that  at  a  certain  date,  competition  being  free 
and  general  conditions  normal^  the  rate  of  wages  for 
ordinary  labor  is  $1.50  per  day;  and  suppose,  further, 
that.  Under  these  conditions,  the  legislature  passes  a 

law  forbiddint^  anyone  to  pay  or  receive  wages  less 
than  $5.00  per  day.  Do  you  believe  that  this  would 
result  in  giving  everyone  wages  of  $5.00  per  day? 
Why?— T. 

11,  *'The  logic  of  their  (the  orthodox  economists')  teach- 
ing, has  been  that  wages  which  were  determined  by 
free  bargaining  between  capital  and  labor  would  be 
just  or  reasonable  wages." 

Point  oiit  wherein  the  above  is  incorrect,  or  at  least 
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inadequate,  as  a  statement  of  the  real  teaching  of  the 
economists. — T. 

12.  "The  standard  of  living  keeps  wages  up."  "How  so? 
Men  must  work  for  what  they  can  get." 

Does  the  truth  of  the  second  statement  disprove  the 
first?  Explain^ 

13.  ''There  is  a  vital  connection  between  the  population 
question  and  the  wages  question,"  Discuss. 

14.  "There  need  be  no  alarm  over  an  increasing  popula- 
tion either  from  an  increasing  birth  rate  or  from  im- 
migration, since  everyone  who  conies  into  the  com- 
munity .will  be  able  to  work/'  Criticise  this  state- 
ment* 

15.  '^Formerly  the  workman  owned  the  instruments  with 
which  he  worked.  Today  these  instruments  are  all 
owned  by  another  class — the  capitalists.  Now,  since 
without  instruments  the  workman's  labor-power  is 

useless,  he  is  ol)liged  to  accept  such  wages  as  the 
capitalists  may  dictate  even  though  these  are  far  be- 
low what  his  labor  produced." 

a.  '  Show  that  the  ownership  of  the  instruments  of 

industry  by  a  class  different  from  the  users  of 
those  instruments  does  not  of  itself  lead  to  the 
resulted  indicated. 

b.  Write  out  an  analogue  to  the  above  quotation  hi 
which  the  capitalist  and  workman  change  places.— 
T. 

16.  ''It  is  a  mistake  to  suppose  that  competition  merely 
keeps  down  wages.  It  is  equally  the  means  by  which 
they  are  kept  up." — Mill.  Explain. 

17-  "No  remedies  for  low  wages  have  the  smallest  chance 
of  being  efficacious,  which  do  not  operate  on  and 

through  the  minds  and  habits  of  the  people/' — Mill. 
Argue  for  the  truth  of  this  statement.     (It  probably 
needs  qualification;  but  leave  that  for  some  other 
occasion). — T. 
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18.  "The  Spring  snowfall  was  a  great  blessing  to  labor 
for  the  city  had  to  employ  a  large  number  of  men  to 
remove  this  snow  from  the  streets." — A  news  item. 

a.  Did  this  benefit  certain  laborers?  * 

b.  Was  this  a  benefit  to  laborers  generally? 

19.  "A  store  burned  in  our  town  and  relieved  the  unem- 
ployment situation.  It  was  a  blessing  to  the  laboring 
man."  Illustrate  concretely  how  certain  laborers  may 
be  expected  to  have  lost  because  of  this  fire. 

20.  Mr.  A,  having  earned  and  saved  $10,000,  buries  itMn 
the  ground.   Anoth^,  having  earned  and  saved  $10,- 

000  spends  it  on  a  great  banquet.  Which  makes  the 
greater  demand  for  products?    Explain. — T. 

21.  "The  college  professor's  wife  who  makes  her  own 

dress  is  unfair  to  those  persons  who  must  work  for  a 
living."  Criticise. 

22.  Minnesota  labor  unions  petitioned  the  1915  legislature 
to  defeat  the  county  option  liquor  bill  on  the  ground 
that  the  closing  of  the  saloons  and  breweries  would 
throw  a  great  number  of  men  out  of  work. 
Discuss  the  probable  eflPect  of  prohibition  on  empl<^* 
ment 

23.  "Every  true  friend  of  labor  must  condemn  without 
reserve  all  prison  systems  which  devote  convict  labor 

to  the  production  of  goods  for  the  market.  Every 
such  system  must,  in  the  nature  of  the  case,  increase 
the  supply  of  commodities  without  increasing  the  de- 
mand, and  so  must  diminish  the  employment  avail- 
able for  honest  laborers  who  keep  out  of  prison." 
Show  in  detail  that  the  demand  for  goo^ds  is  increased 
by  convict  labor  as  much  as  the  supply.— T. 

24.  Wages  are  apt  to  be  fixejd  much  closer  to  the  mini- 
mum which  the  laborer  wHl  take  than  the  maximum 
which  the  employer  will  pay;  for  the  latter  has  much 

more  skill  and  strength  in  bargaining." 

Perhaps  the  above  is  true;  but  the  argument  given  to 

prove  it  is  by  no  meauis  decisive.   It  is  quite  possible 
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that  wages  should  be  kept  close  to  the  employer's 

maximum  in  spite  of  the  laborer's  weakness  in  bar- 
gaining because  the  first  extra-marginal  utility  is 
close  to  the  employer's  maximum.  Explain  just  w.hat 
this  means  and  how  it  can  be  true. — ^T. 

XIV. 

DISTRIBUTION:  INTEREST, 

1.  What  is  interest?    Why  is  interest  paid? 

2.  "Interest  is  paid  for  consumptive  and  productive 
uses.'*    Explain  and  illustrate  each  use.  * 

3.  a.  Under  what  conditions  would  you  pay  interest  for 

consumptive  purposes?    For  productive  purposes? 

b.  Why  is  not  the  amount  availal)le  for  l)orrowers  so 
abundant  that  they  need  not  pay  for  its  use? 

c.  What  do  lenders  sacrifice  in  loaning?  Under  what 
conditions'  would  you  loan  gratuitously?  At  the 
normal  rate  of  interest?  Only  at  an  excessive 
rate,  say  25%? 

4.  ''It  does  not  follow  from  the  fact  that  capitali^ic 
methods  are  more  efficient  that  interest  will  eidst.** 

Under  what  conditions  may  we  have  necessary  things 
without  paying  for  them?  Under  what  conditions 
would  we  need  to  pay  only  the  labor  cost  (no  inter- 
est) for  axes? 

5.  How  much  more  efficient  are  our  present  highly  capi- 
talistic methods  of  grinding  flour  in  Minneapolis  than 
were  the  Indian  methods  that  used  to  prevail  in  this 
locality?  What  interest  rate  could  profitably  be  paid 
for  our  milling  capital?  What  do  wc  pay?  H6w  do 
you  account  for  this  difference? 

6.  "Saving,  ox  abstinence,  is  necessary  to  the  existence 

of  capital."  Is  this  true?  Could  Robinson  Crusoe 
have  a  fish-net  without  saving  or  abstinence?  Can 
a  plow  exist  without  abstinence  on  the  part  of  some- 
one?  Must  die  farmer  who  buys  it  do  the  abstaining 
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or  waiting?  If  he  docs,  how  is  he  rewarded?  If  he 
Kcts  another  to  do  the  waiting,  how  does  he  compen- 
sate htm? 

7.  **It  is  foolish  to  insist  that  interest  must  he  paid  l)e- 
cause  of  the  sacrifice  of  saving  when  many  men,  like 
Rockefeller  and  Carnegie,  cannot  help  saving.  It 
would  be,  not  only  much  more  burdensome,  but  im- 
possible for  them  to  consume  their  incomes."  Discuss 
this  statement. 

8.  a.  Would  interest  exist  under  socialism? 

b.  Assume  a  socialistic  society  and  show  that  justice 
would  require  that  more  be  charged  for  wine  than 
for  grape  juice. 

c.  Show  that  if  Minnesota  were  a  socialistic  state,  it 

would  be  necessary  to  add  something  to  the  equip- 
ment each  year.  Would  abstinence  be  necessary? 
Show  that  the  persons  using  the  products  involv- 
ing waiting  should,  in  justice,  pay  more  than  the 
labor  cost  involved. 

9.  The  following  are  among  the  chief  manifestations  of 
the  interest  phenomenon.  Explain  and  illustrate  each 
of  the  three  cases  under  b. 

a.  In  loan  contracts.  People  lior rowing  money  re- 
turn an  equal  sum  and  also  something  additional — 
a  bonus  or  p]:;emium. 

b.  in  the  determination  of  prices. 

1.  Producible  i^oods  sell  for  prices  higher  than  their 
cost  in  other  goods  and  labor  would  seem  to  war- 
rant. 

2.  The  annual  uses  of  producible  goods  sell  for  prices 

higher  than  the  prices  of  the  goods  thejnselves 
would  seem  to  warrant. 

3.  Non-producible  income-bearers  sell  for  prices 
lower  than  the  sums  of  the  prices  of  their  annual 
uses  would  seem  to  warrant, — ^T. 

10.    'The  pure  interest  rate  tends  to  be  the  same  in  all 
lines  of  industry." 
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a.  What  is  meant  by  the  "pure  interest  rate?" 

b.  How  do  you  account  for  the  differences  in  the 
rates  of  income  earned  in  different  industries? 

•  11.'  The  present  interest  rate  is  about  6%  in  Minnesota 
while  it  is  12%  in  Alberta.  How  do  you  account  for 
this? 

12.  High  wages  tend  to  cause  an  increase  in  the  interest 
rate.  Explain. 

13.  If  a  certain  wage,  say  $2,50,  tends  to  be  established 
at  the  same  time  that  an  interest  rate  of,  say  5% 
comes  to  be  established,  what  relation  may  be  said  to 
exist  between  labor  and  capital? 

14.  State  the  productivity  theory  of  interest .  How  is 

the  rate  made  to  correspond  to  productivity? 

XV. 

DISTRIBUTION:  PROFITS. 

1.  "'Profits  represent  the  residual  in  the  distributive 
process." 

a.  Explain  what  is  meant. 

b.  Do  you  agree? 

c.  Accepting  this  as  true,  does  it  follow  that  profits 

are  not  a  necessary  cost  of  production? 

2.  "Pure  Profit  (the  payment  for  taking  responsibility) 
involves  an  infinitesimal  element  of  wages." — Taylor. 
Explain. 

3.  It  is  sometimes  urged  that  profits  tend  to  disappear. 

a.  Give  supporting  argument. 

b.  Give  negative  argument. 

4-  "Under  free  competition  the  consumer  gets  the  bene- 
fit of  all  improvement  in  method,  yet  producers  are 
always  anxious  to  take  up  new  methods."  £jq>lain 
and  tllnstrate  each  part  of  this  statement. 
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5.  a.  Trace  the  effect  of  rising  prices  upon  each  of  the 

four  sources  of  income. 

b.  The  effect  of  falling  prices. 

6.  What  is  the  relation  between  (a)  produce  specula-^ 
tion  and  profits;  (b)  insurance  and  profits? 

7.  Do  you  understand  profits  to  be  the  payment  for 
undertaking  the  risks  of  production  or  the  net  return 
remaining  after  all  costs  are  met? 

8.  a.  Would  there  be  risks  in  production  under  social- 
ism?  Would  this  be  entered  as  a  cost  in  the  books  of 

the  state? 

b.  Would  profits  exist  under  socialism? 

XVI. 

DISTRIBUTION:    MISCELLANEOUS  PROBLEMS. 

1.  **The  single-price  feature  is  a  necessary  complement 
to  the  approved  system  of  distribution  under  any  eco- 
nomic order  in  which  there  is  co-operation  and  in 
which  the  shares  in  distribution  first  take  the  form 
of  moaey  income." — ^Taylor.  Prove  that  this  is  tnte 
by  assoming  distribution  to  be  (1)  incomes  in  proper* 
tion  to  needs;  (2)  incomes  in  proportion  to  service; 
(3)  equal  incomes. 

2.  In  the  light  of  the  above,  discuss  the  principles  of 

price-determination  -  imph'ed  in  the  following  state- 
ment by  a  physician  who  found  a  hospital  patient 
weeping  because  she  felt  she  could  not  afford  to  take 
the  recommended  treatment:  "Never  mind,  the  lady 
in  the  adjoining  room  will  pay  your  bilL" 

3.  "Labor  alone  should  enjoy  the  products  of  industry 
for  labor  alone  is  responsible  for  the  produce.  This 
is  obvious  when  we  realize  that  if  labor  were  not  ap^ 
plied  all  the  capital  in  the  world  could  produce  noth- 

mg. 

a.  Does  the  truth  of  the  last  statement  prove  the 
second  clause  in  the  first  sentence  to  be  true? 
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What  logical  fallacy  is  involved  in  the  quotation? 
b.  Write  an  analogue  to  the  above  in  which  labor  and 
capkal  are  made  to  change  pktces.  • 

4.  "Labor  suffers  from  an  increase  of  capital  and  land 
.  for  such  an  increase  will  lower  prices  of  capital  goods 

and  of  land  and  lead  enterprisers  to  snbstttnte  these 

for  labor."— A  student.  Consider  this  statement  by 
assuming  (a)  a  communistic  society  or  a  society  in 
which  each  industry  is  organized  on  a  co-operative 
basis;  (b)  a  society  in  which  industry  is  organized 
and  directed  by  enterprisers.  . 

5.  "An  increase  in  the  supply  of  capital  or  labor  is  of  ad- 
vantage to  labor  as  it  gives  each  laborer  more  tool8» 
or  more  land,  to  work  with  and  hence  increases  his 

product."  What  is  the  point  of  difference  between 
this  statement  and  that  in  problem  4?  Which  view- 
point is  more  nearly  correct? 

6.  May  laborers  gain  as  consumers  what  they  lose  as 
producers?   Explain  and  illustrate. 

XVIL 
MONBY. 

1.  What  is  money?  Why  have  money?  Are  we  better 
off  economically  when  we  escchange  goods  for  mon^? 
Why  do  we  exchange  money  for  goods?  Do  we  lose 

by  such  exchanges? 

2.  "A  nation  is  so  much  poorer  by  every  dollar  it  sends 
out,  just  as  an  individual  is  so  much  poorer  by  every 
dollar  he  spends."    Criticise  both  clauses. 

3.  "Foreign  trade  can  add  to  the  national  wealth  only 
when  it  brings  in  a  money  balance." 

a.  What  is  the  principal  thing  to  be  gained  by  main- 
taining trade  relations  with  the  outside  world? 

b.  When  would  it  be  of  advantage  to  have  our  for- 
e^  trade  bring  in  a  money  balance? 
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c.  VV-hat  idea  does  the  person  quoted  appear  to  have 
as  to  the  relative  value  of  economic  goods? 

4,  "I  don't  see  that  society  as  a  whole  loses  anything 
by  the  giving  of  a  fireworks  exhibition  costing  $1,000. 
Of  course,  the  people  who  pay  for  the  fireworks  are 
just  so  much  out.  But  then  the  $1,000  goes  to  the 
other  people  who  furnish  the  fireworks;  so  that  so- 
ciety as  a  whole  comes  out  even."  Criticise. — ^T. 

5,  "The  Russian  Government  is  expending  $12,000,000  a 
year  on  new  aeroplanes  and  although  these  may  never 
l>e  needed  in  war  the  money  will  not  be  wholly  wast- 
ed, for  all  the  machinery  is  to  be  designed  and  con- 
structed in  Russia." — Editorial.  Independent,  April 
13,  1914,    Discuss  the  economic  principle  involved. 

6,  "That  i)roporlion  of  the  nioney  received  from  the 
bonds  (sold  hy  European  governments  to  finance  the 
present  war)  which  is  spent  in  the  home  country,  is 
not  all  wasted,  but  there  \s  no  getting  back  the  money 
which  is  spent  in  the  United  States  or  other  lands. 
For  this  reason,  Germany  is  in  better  financial  con- 
dition today  than  any  of  the  other  he]H<^erents.  Her 
dealing  has  all  been  among  her  own  people." — Roger 
W.  Babson,  in  Daily  News,  August  1,  1915. 

a.  Are  the  allies  following  a  sound  policy  in  buying 
goods  and  ammunition  in  the  United  States?  Docs 
Babson  imply  that  they  are  wise  or  foolish? 

b.  Need  the  allies  get  hack  the  money  which  they 
spend  in  the  United  States  in  order  not  to  lose? 

c.  State  in  other  than  money  terms  the  economic  cost 
of  the  first  year  of  the  war. 

7,  "This  music  college  should  be  supported.  The  facul- 
ty received  $20,000  in  salaries  last  year  and  spent  it 
all  in  this  city  and  the  music  festival  last  spring 
brought  about  $20,000  into  town  from  outside." 

a.  If  the  $20,000  is  paid  by  local  students  in  tuition, 
does  this  affect  the  question  of  the  financial  profit 

of  maintaining  the  music  college?    If  this  ^um,  to- 
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gether  with  the  other,  comes  in  from  outside  and  is 
spent  in  the  city,  what  Rain  accrues?  If  a  visitor 
pays  $50  for  a  suit  when  in  the  city,  by  what  will 
this  increase  the  wealth  of  the  city? 

b.  What  do  you  consider  the  chief  gain  that  may  be 
expected  to  accrue  from  having  the  music  college? 

8.  "Money  spent  at  home  for  j^oods  is  used  over  and 

over  ap:ain  and  benefits  many,  but  money  spent  in  the 
Chicago  Mail  Order  Houses  benefits  none  of  us  but 
the  buyer." 

a.  Is  $75  spent  for  china  in  Minneapolis  used  ''over 
and  over  again'"  in  Minneapolis?  Explain. 

1).   May  it  be  spcialiy  economical  for  us  to  buy  in 
Chicago? 

c.  Would  such  a  policy  affect  the  population  of  our 
city  numerically?    If  a  reduction  in  population 

should  ensue  what  persons,  would  lose  by  the 
change? 

d*  Can  we  afford  to  buy  at  home  and  pay  high  prices 
rather  than  have  our  population  decrease? 

9.  "Doubtless  the  best  thing  to  do  about  them  (the 
spendthrifts)  is  to  do  nothing — not  even  to  worry 

about  their  waste  of  money.  Their  waste  of  money, 
in  fact,  is  the  least  silly  thing  they  do  for  the  money 
is  in  constant  flux  and  serves  its  purpose.*' — World*s 
Work.  Discuss. — T. 

10.  What  is  our  standard  money?  Who  determines  what 
our  standard  money  shall  be?  Has  it  always  been 
as  it  is  now? 

11.  "Free  coinage  and  free  melting  keep  23.22  grains 
of  pure  gold  worth  $1.''    Explain.    Are  both  free 

coinage  and  free  melting  necessary  to  maintain  the 

parity  of  the  standard  money? 

12.  What  is  Gresham's  Law?  Why  does  not  our  silver 
dollar,  worth  about  40  cents,  replace  gold  as  standard 
money? 
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13.  If  the  gold  in  a  gold  dollar,  23.22  grains,  is  worth 
thirty-two  times  the  silver  in  a  silver  dollar,  371.25 
grains,  and  if  the  government  should  decree  that 
both  gold  and  silver  should  be  standard  money  and 
that  the  silver  in  a  silver  dollar  should  be  worth  one- 
sixteenth  of  the  gold  in  a  gold  dollar  (bi-metalism  at 
the  ratio  16:1),  in  what  money  would  debts  be  paid? 
Why?  Which  money  would  be  overrated?  Which 
money  would  become  the  standard?  What  would 
become  of  the  other  money? 

*Token  money  should  be  light  in  weight/' 

a.  What  is  token  money? 

b.  What  is  meant  by  its  being  light  in  weight?  Why 
is  this  necessary? 

c-  The  Congress  of  the  United  States  at  one  time 
passed  a  law  providing  that'  the  silver  in  the  frac- 
tional silver  coins  should  be  less  proportionally 
than  the  silver  in  the  silver  dollar.    Why  do  you  ^ 
suppose  Congress  made  this  provision? 

15.  *'Gold  is  a  commodity  like  all  other  economic  goods 
and  its  exchange  value  is  determined  according  to 
the  principle  that  controls  the  exdiange  value  of 
other  goods.  Its  value  rises  when  the  gold  supply 
is  relatively  small  and  vice  versa." 

a.  When  gold  is  discovered,  what  evidence  do  we 
have  of  the  changes  in  the  value  of  gold  in  the 
vicinity  of  the  "strike?" 

b.  How  can  we  ascertain  whether  gold  is  rising  or 
falling  in  value? 

-c.  If  gold  falls  in  value,  what  effect  does  this  have  on 
creditors?  On  debtors?  On  receivers  of  fixed  in- 
comes? On  receivers  of  incomes  which  change 
less  rapidly  than  other  incomes?  • 

16,  "A  multiple  standard  would  prevent  the  injury  that 
inevitably  results  from  a  money  standard."  Explain 
what  is  meant  by  a  multiple  standard  and  argue  for 
the  truth  of  this  statement. 


14. 
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XVllL 

CREDIT  AND  BANKING. 

1.  "Credit  economizes  the  use  of  money."  Explain  what 
is  meant. 

2.  "With  $100  in  a  bank  as  a  basis  for  credit  the  bank 
can  furnish  $800  of  exchange  media." 

a.  How  can  the  bank  loan  $800  when  it  has  only 
$100  in  cash? 

b.  Why  is  it  safe  to  do  this? 

c.  Under  what  conditions  could  it  loan  a  still  larger 
amount  on  a  reserve  of  $100? 

d.  Should  the  amount  which  may  be  loaned  in  this 
way  be  specified  by  law? 

3.  What  is  a  check?  Why  do  most  persons  prefer  to 
use  checks  in  exchange  transactions?  Why  is  it  im- 
portant socially  that  checks  shoold  be  used? 

4.  If  you  send  a  check  for  $20  on  a  Minneapolis  bank  to 
a  dealer  in  Davenport,  the  dealer  will  take  the  cAeck 
to  his  Davenport  bank,  write  hh  name  across  the 
back  of  it  and  ask  the  bank  to  credit  him  with  $20. 

a.  Why  will  he  write  his  name  upon  the  check?  How 
will  the  bank  reimburse  itself  for  the  $20  credited 
to  the  dealer? 

b.  What  endorsements  will  be  upon  the  check  when 
you  receive  it  from  your  bank  at  the  end  of  the 
month,  if  it  returns  by  way  of  Chicago? 

5.  A.  B„  of  St.  Louis,  buys  $1,275  worth  of  wheat*  from 

X.  Y.,  of  Minneapolis. 

a.  Suppose  settlemient  to  be  effected  witli  a  wheat 
bill  of  exchange  (also  called  a  sight  draft)  and 
write  out  the  substance  of  the  bill  which  would  be 

used. 

b.  Suppose  settlement  to  be  made  with  a  check  and 
write  out  a  fac-simile  (in  substance). 

c.  Suppose  settlement  to  be  made  with  a  bank  draft 

and  w^ite  out  a  facsimile  (in  substance). 
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6. 


7. 


8. 


9. 


d.  Describe  the  imagftnary  course  which  each  of 
these  instruments  would  take. 

The  different  banks  of  a  small  city  brought  to  the 

clearini;-  house  the  following  claims  against  each  of 
the  other  banks: 


No.  1  against 

No.  2.  $2,213.19 
Xo.  3.  1.865.09 
No.  4.  2.415.96 
No.  5,  512.21 


Total,  $7,006.45 

No.  4  aaainst 


No.  1. 

No.  2. 

No.  3. 

No.  5, 


$3,078.73 
1.793.16 
973.73 
4,633.96 


No.  2  against 

No.  1.  $4,284.78 
No.  3.  2.172.45 
No.  4.  3,043.18 
No.  5,  655.87 

Total,  $10,156.28 

No.  5 
No.  1. 
No.  2. 
No.  3, 
No.  4. 


No.  3  against 

No.  1.  $4,974.66 
No.  2.  1.607.79 
No.  4.  1.093.24 
No.  5,  625.88 


Total,  $8,301.57 

against 
$332.15 
377.17 
1.515.46 
181.56 


Total,  $10,479.58 


Total,  $2,406.34 

a.  Compute  the  Ijalance  for  or  against  each  bank. 

b.  If  these  claims  consisted  of  checks  .which  were 
used  in  the  regfular  course  of  business  transac- 
tions, how  much  actual  cash  was  needed  to  effect 

these  transactions?  The  cash  rei)resented  what 
per  cent  of  the  total  volume  of  transactions? — T. 

Not  many  3'ears  ago  it  was  estimated  that  the  per 
capita  money  circulation  of  England  was  about  $11, 
while  that  of  France  was  about  $51;  yet.  as  every  one 
knows,  there  was  at  least  as  much  business  per  capita 
carried  on  in  England  as  in  France.  How  could  the 
difference  in  the  amounts  of  circulating  medium  re- 
quired be  explained? — ^T. 

Many  deposits  are  due  not  to  the  deposit  of  money 
but  to  the  borrowing  of  bank  credit.  Explain. 

A  bank  statement  is  a  summary  of  the  bank's  assets 
and  liabilities. 

a.   Why  do  banks  issue  statement^? 


I 
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b.  The  assets  and  liabilities  are  always  exactly  equal. 
How  do  you  account  for  this? 

c.  If  the  assets  and  liabilities  are  always  equal,  how 
can  the  statement  indicate  the .  strength  of  the 
bank? 

d.  If  you  deposit  $100  in  gold,,  does  this  affect  the 

bank's  assets?  Its  liabilities?  Explain.  Answer 
similar  questions  assuming  the  deposit  to  be  in  the 
form  of  a  $100  check  on  this  bank;  assume  it  to 
arise  from  your  giving  your  note  for  $100  to  the 
•  bank? 

10.  a.  Why  is  it  that  for  "every  asset  there  is  a  liability?" 

b.  If  men  in  organizing  a  bank  put  in  $20,000  in  gold, 
the  statement  will  then  stand:    Assets,  cash,  $20,- 

000:  liabilities,  capital  stock,  $20,000.  Why  is  cap- 
ital a  liability? 

c.  How  will  the  statement  be  affected  if  $10,000  is 
spent  for  a  site  and  building? 

d.  If  Mr.  X  deposits  $200  in  gold? 

e.  If  Y  cashes  a  $50  check  drawn  by  X? 

f.  If  Z  opens  an  account  by  depositing  a  $100  check 

written  by  X? 

g.  If  Z,  wishing  to  borrow,  gives  his  note  for  $300 
to  the  bank  and  has  this  amount,  less  $2.45  inter- 
est, deposited  to  his  account? 

h.  If  the  bank  spends  $1,000  for  bonds? 

i.  If  the  bonds  are  later  sold  for  $1,100? 
j.    If  Z  pays  his  note  at  maturity? 

11.  Arrange  the  following  items  as  they  would  appear  in 
a  bank  statement:  cash— circulation— due  from  other 
banks — deposits — ^loans  and  discounts — overdrafts — 
capital  stock — undivided  profits — ^real  estate — surplus 
— reserve— U.  S.  bonds. 

12.  A  customer  deposits  securities  and  is  given  a  checking 
account. 

■ 

a.  Show  that  if  the  bank  should,  instead  of  giving  him 
a  checking  account,  issue  him  due  bills  upon  it 
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(bank  notes)  the  banking  principle  involved  would 
be  similar  to  that  involved  in  a  checking  trans- 
action. 

b.  In  what  way  would  the  banks'  notes  be  superior 
to  checks  as  media  of  exchange? 

c.  What  element  of  danger  is  involved  in  allowing 

banks  to  issue  their  own  notes, 

d.  Should  we  impose  reserve  requirements  in  regard 
to  notes?  Why? 

13.  "The  issuance  of  bank-notes  is  far  more  important  in 
a  community  not  accustomed  to  the  use  of  checks, 
as  rural  districts,  than  in  commanities  accustomed 
to  the  use  of  checks,  as  cities/'   Why  is  this  true? 

14.  "If  banks  can  issue  their  own  notes  when  called  for 
at  the  counter,  we  can  always  have  all  the  circulating 
medium  we  need.  When  trade  is  taking  place,  securi- 
ties will  l)e  abundant  and  can  be  used  as  security  for 
notes,  and  when  trade  abates  the  notes  will  be  de- 
posited in  the  banks,  returned  to  the  issuing  banks 
and  he  cancelled  and  retired*" 

a.  Do  you  believe  such  a  system  of  note-issue  to  he 

proper? 

b.  By  viha^t  term  may  such  a  system  be  designated? 

c.  Would  it  be  necessary  to  provide  reserve  require- 
ments for  banks  issuing  notes? 

d.  Would  it  be  well  to  limit  this  function  to  certain 
hanks? 

e.  What  advantage  might  accrue  from  prohibiting 
hanks  paying  out  the  notes  of  other  banks? 

f.  In  what  way  is  our  banking  system  analagous  to 
the  system  here  suggested? 

FOREIGN  EXCHANGE. 

1.  If  you  were  to  go  to  Chicago  to  buy  a  large  bill  of 
goods  how  would  you  take  your  **money?"  How 
would  you  take  it  if  you  were  going  abroad? 
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2.  Suppose  that  X  in  New  York  sells  A  in  Liverpool 
a  cargo  of  cotton  for  £1,000»  and  that  B  in  Liverpool 
sells  I  in  New  York  a  qmmtity  of  steel  lor  £lfiO(k 

a.  How  can  these  bills  be  most  easily  paid? 

b.  Why  would  it  be  unwise  for  A  to  ship  £1,000  in 
gold  to  X  and  for  I  to  ship  a  similar  amount  to 
B? 

c.  I  owes  «  £1,000,  or  $4,886.50.  If  it  costs  3c  to 
ship  £1  to  England,  how  much  would  I  be  willing 
to  pay  X  for  his  claim  on  A  with  which  to  pay  B, 
rather  than  ship  gold  to  B?  This  is  called  what 
"point?" 

d.  For  how  much  per  pound  would  X  be  willing  to 

sell  his  claim  rather  than  have  the  gold  shipped 
to  him  at   his   expense?     This   is   called  what 
•  "point?" 

e.  If  other  persons  have  also  sold  abroad  and  pos- 
sess claims  on  Englishmen,  they  will  compete  with 
X  to  sell  claims  to  L  What  effect  will  this  have 
on  the  price  per  pound  that  importers  must  pay 
lor  claims  with  which  they  may  discharge  their 
obligation?  How  low  can  this  normally  go? 
Why? 

f.  If  other  persons  have  also  bought  abroad,  they 
will  compete  with  I  in  buying  X's  claim.  This  will 
have  what  eflPect  on  the  price  that  es^rters  can 
get  for  their  bills?   How  high   can  this  normally 

go?  Why? 

3.  Excess  of  exports  causes  the  rate  of  exchange  to 

 ;  excess  of  imports  causes  the  rate  of  exchange 

to  .   Fill  in  the  blanks. 

4.  Y,  who  lives  in  San  Francisco,  is  visiting  Z  in  New 
York,  Y  has  a  checking  account  in  San  Francisco. 
He  wishes  some  ready  money  and  Z  wishes  to  pay  a 
debt  which  he  owes  in  San  Francisco.  How  can  they 
each  accommodate  the  other?  Is  there  any  similarity 
between  this  transaction  and  the  buying  and  selling  of 
foreign  exchange? 
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5.  Exporters  do  not  sell  their  claims  direct  to  importers;, 
they  sell  to  middlemen.  Who  are  the  middlemen? 
Does  the  middleman  sell  the  piece  of  paper  which  he 
receives  from  the  exporter,  to  the  importer,  or  does 
he  give  him  another  piece  of  paper?  If  the  latter, 
what  does  he  do  with  the  paper  he  buys  from  the  ex- 
porter? 

6.  When  the  exchange  broker  has  exhausted  his  London 
balance,  and  is  unable  to  buy  exporters*  claims,  what 

must  he  do  to  replenish  it  so  that  he  can  sell  drafts 

to  importers?  Then  what  price  must  he  charge  for 
his  drafts? 

7.  a.   If  you  are  a  wheat  exporter  and  have  sold  a  ship- 

ment for  £1,000  what  can  you  realize  on  your 
claim  if  exchange  is  $4.84?    If  exchange  is  $4.87? 

b.  Suppose  you  were  an  importer  and  have  bought 
merchandise  to  the  value  of  £1,120.  What  will  it 
cost  you  to  pay  your  debt  if  exchange  is  $4.84?  If 
change  is  $4.87? 

c.  What  principle  can  be  deduced  as  to  the  eifect  thaA 
a  high  or  a  low  rate  of  exchange  tends  to  have  on 
exports?   On  imports? 

8.  Excessive  exports  tends  to  cause  a   rate  of 

exchange;  but  this  rate  of  exchange  tends  to  

exports  and  thus  brings  the  rate  again  to  normal. 
Fill  in  the  blanks  and  write  a  similar  statement  for 
imports. 

9.  About  what  would  you  expect  the  rate  of  exchange  to 
be  in  the  fall  of  the  year?  Why?— T. 

10.  a.  Soon  after  the  beginning  of  the  European  war,  the 
rate  of  exchange  rose  to  $7.  How  do  you  account 
for  this?  Does  this  <lisprove  the  teaching  of  the 
economists  that  the  upper  gold-point  is  $4,895  or 
thereal>outs?  Explain, 
b.  September  1,  1915,  the  rate  of  exchange  fell  to  th« 
lowest  point  in  history,  to  $4.50.  Answer '  the 
above  questions  in  regard  to  this  case. 
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c.  "Contracts  for  war  material  haVe  been  drawn  in 
terms  of  dollars,  not  pounds,  and  thus  the  burden 
of  this  low  rate  falls  upon  the  foreigner." — A  news 
item.    Explain  fully. 

d.  "This  abnormal  low  rate  will  lead  to  the  selling  of 
American  securities  held  abroad."    How  is  it  that 

this  low  rate  can  make  the  selling  of  securities 
profitable?    Illustrate  concretely. 

e.  Will  the  selling  of  American  securities  cause  the 
rate  of  exchange  to  rise?  Explain. 

'f.  "In  order  to  relieve  the  exchange  situation  the  l^n^- 
lish  government  should  issue  a  series  of  high-in- 
terest bonds  to  be  sold  in  New  York." — An  Eng- 
lish official,  August.  1915.  How  would  this  afford 
relief  to  Englishmen?  Explain. 

g.  By  what  other  means  could  the  above  low  rate  be 
corrected. 

11.  "We  pay  110  million  dollars  per  annum  for  the  carry- 
ing of  products  between  this  and  foreign  countries. 
Think  of  it.  One  hundred  and  ten  million  dollars  in 
gold  coin  has  gone  out  of  the  commerce  of  this  coun- 
try into  the  commerce  of  other  countries.  Clan  New 
York  stand  this?"— James  G.  Blaine  in  1881. 

a.  Is  it  likely  that  we  permanently  lost  110  million 
dollars  in  gold  from  our  circulation  because  we 
hired  foreigners  to  carry  our  goods? 

b.  Is  it  likely  that  we  even  temporarily  parted  with 
that  much  gold  on  that  account? 

c.  Is  it  likely  that  as  a  nation  we  should  have  been 
richer,  if  we  had  done  this  carrying  of  products 
for  ourselves? — T. 

XX. 
THE  TARIFF. 

*1.    "Domestic  trade  cannot  increase  the  wealth  of  the 

nation.  It  is  only  by  foreign  trade,  and  then  only  by 
getting  more  than  is  given,  that  a  nation  can  uirich 
itself."  Discuss. 


52  PROBLEMS  AND  EXERCISES 

2.  Country  A  can  produce  pig  iron  at  a  cost  of  ten  days' 
labor  per  ton  and  broadcloth  at  a  cost  of  five  days' 
labor  per  yard.  Country  B  can  produce  the  iron  at  a 
cost  of  fourteen  days'  labor  and  the  cloth  at  a  cost 
of  six  days'  labor.  The  comparative  costs  of  the 
two  articles  in  each  of  these  countries  is,  then,  as  fol- 
lows: County  A,  one  ton  equals  two  yards;  Country 
B,  one  ton  equals  two  and  one-half  yards. 

a.  Under  what  conditions  could  A  trade  iron  for 
cloth?  Cloth  for  iron?  Answer  same  questions 
forB. 

b.  Prove  in  detail  that  if  transportation  and  all  costs 
other  than  labor  be  ignored,,  exchange  of  these 
products  will  pay. 

c.  Is  such  exchange  in  line  with  social  economy? 

3.  Country  X  can  produce  wheat  at  a  cost  of  onc*half 
days*  lal^or  per  bushel  and  knives  at  a  cost  of  one  and 

one-half  days'  labor  per  dozen;  Country  Y  can  pro- 
duce the  wheat  at  a  cost  of  one  days'  labor  and  the 
knives  at  a  cost  of  two  days'  labor.  Which  country 
is  the  more  eflSicient  in  producing  wheat?  In  produc- 
ing knives?   Will  exchange  pay?   Prove  in  detail. 

4.  Make  a  hypothetical  case  and  prove  with  it  that  ex- 
change will  not  pay  if  comparative  costs  a^e  equal. 

5.  "We  know  that  England  can  make  ships  more  cheaply 
than  we  can,  tnd  so  we  should  let  her  do  the  ship 
building  and  turn  our  capital  to  such  things  as  we  can 

do  better  than  she  can."  Assuming  the  conclusion — 
that  we  should  turn  our  capital  to  other  things— to 
be  correct,  the  reason  given  for  it  is  not  entirely  sat- 
isfactory. Explain. — ^T. 

6.  "The  great  advantage  of  foreign  trade  is  in  furnishing 
a  market  for  our  surplus  products  which  would  other- 
wise go  to  waste."  This  surely  is  only  a  minor  advan- 
tage of  foreign  trade.  Why?  Cnve  something  better. 

7.  *'lt  will  never  pay  us  to  import  anything  which  we 
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ourselves  can  produce."    Show  that  this  proposition 
is  erroneous. 

8.  "Our  foreign  trade  with  South  America  is  disastrous 
to  us.  Through  the  excess  of  imports  over  e3q>orts 
it  has  already  cosf  us  more  than  the  Civil  War  did 

The  South  Americans  have  obtained  billions  of  dol- 
lars worth  of  goods  at  our  expense." 

a.  Do  you  believe  that  we  are  losing  by  this  trade? 

b.  Do  the  South  Americans  get  goods  at  our  expense?  - 

If  so,  do  we  get  goods  at  the  expense  of  Europe? 

c.  If  we  sold  more  to  South  America,  what  would 
probably  happen  to  our  European  trade?  - 

d.  Why  have  we  sold  to  Europe  rather  than  to  South 

America? 

e.  Why  has  Europe  sold  more,  relative  to  imports,  to 
South  America  than  we  have? 

9.  ''Farmer  Jones  spent  $4,00D  last  year  for  machinery, 
tile,  fertilizer,  and  other  equipment  for  his  new  farm, 
but  sold  only  $2,000  worth  of  produce." 

a.  Is  Jones  following  a  foolish  policy? 

b.  How  could  he  spend  $4,000  while  selling  only 
$2,000  of  products? 

c.  Part  of  his  crop  during  the  ensuing  year  must  be 

used  for  what  purpose? 

d.  What  similiarity  is  there  between  this  case  and  our 
relation  thus  far  with  England? 

10.  -*A  favorable  trade  balance  is  an  excellent  sign  of  vig- 
orous national  life,  and  of  a  sound  economic  structure. 
It  means  that  the  nation  is  taking  in  more  than  it  is 
paying  out" — Straus  Inventor's  Magazine^  Dec.  1, 

•  1914. 

a.  Do  you  agree? 

b.  Illustrate  this  point  by  comparing  our  "favorable" 
with  England's  "unfavorable"  balance  of  ttade. 

11.  "I  have  always  bdieved  thmt  free  tra4e  would  secure 
the  greatest  general  prosperity,  provided,  th^l  coun- 
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tries  would  practice  it.  But,  if  neighboring  countries 
are  bound  to  maintain  protection,  it  is  only  fair  to 
ourselves  to  do  the  same." 

a.  What  is  the  real  economic  evil  of  having  our 

neighbors  shut  out  our  goods?  ^ 

b.  Would  we  better  matters  by  shutting  out  theirs? 
— T. 

12.  "If  we  buy  rails  from  England,  we  get  the  rails  of 
course,  but  they  get  our  money;  while,  if  we  buy  the 
rails  at  home,  we  have  the  rails  and  the  money  too." 
— statement  falsely  credited  to  Lincoln. 

a.  Is  there  any  reason  to  expect  that  our  buying  rails 
in  England  would  carry  off  our  regular  stock  of 
money  ?  Explain. 

b.  Should  we  regret  such  trading  because  it  decreases 

our  stock  of  money? 

c.  Substitute  "cotton"  for  *'money,"  throughout  the 
above  quotation  and  show  the  fallaciousness  of  the 
doctrine. 

13.  The  true  way  to  quicken  foreign  demand  (for  British 
goods)  was  to  open  the  ports  to  that  foreign  supply 
with  which  they  paid  us  for  what  they  bought  from 
us." — Morley's  Gladstone,  vol.  1,  p.  267.  Show  that 
the  above  is  sound  doctrine. 

14.  What   leading  tariff  argument   implies  that  tariffs 

should  be  temporary  and  not  permanent? 

15.  "Though  injurious  economically,  a  protective  tariff 

is  beneficial  politically."    Give  supporting  argument. 

16.  What  is  a  tariff  for  revenue  only?  A  tariff  for  pro- 
tection? What  general  class  of  goods  would  bear  a 
duty  in  one  case?   In  the  other? 

17.  "To  the  same  extent  that  the  home  market  is  wrested 
from  foreigners  and  given  to  pro^tected  home  pro- 
ducers, the  foreign  market  is  wrested  from  unpro- 
tected home  pcodttcers." — Seager, .  page  397.  £x* 
plain  and -defend  this  statement.---T. 
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18.  What  is  the  relation  between  conservation  and  a  pro- 
tective tariff? 

19.  Germany,  with  a  tariff  policy,  has  had  the  advantage 
of  free  trade  England  in  securing  tariff  concessions 
in  foreign  countries.  Explain.  Does  this  furnish  an 
argument  in  favor  of  protective  tariffs? 

20.  "To  adopt  free-trade  with  such  countries  as  India 
and  China  would  be  to  admit  the  people  of  these  • 
countries  to  our  economic  entity.  As  a  result  the  pro- 
ductivity of  the  non-efficient  Chinese  laborer  would 
determine  the  rate  of  wages  paid  in  America/'  Do 
you  agree? — H. 

21.  '"Protection  must  be  as  broad  as  the  American  prin- 
ciple of  democracy.  Let  us  not  aristocratically  pro- 
tect a  few  favored  industries,  for  instance,  sugar,  steel, 
and  rubber.  Let  us  show  our  American  spirit  by  plac- 
ing duties  upon  all  articles  of  import,  and,  by  this 
means,  let  us  enable  every  manufacturer,  every  farmer, 
every  merchant,  and  every  laborer,  throughout  this 
fair  land  of  ours,  to  rl^cetve  a  larger  income,  and  to 
enjoy  a  larger  amount  of  the  good  things  of  life  than 
he  could  were  his  industry  not  smiled  upon  by  the 
beneficient  rays  of  protection."  This  argument  may 
be  classed  as  ''boot-strap  aviation."    Why? — H- 

22.  President  Taft  favored  scientific  tariff  revision,  that 
is,  revising  the  schedules  so  that  the  duty  would  ex- 
press the  difference  between  cost  of  production  at 
home  and  abroad.  If  logically  carried  out,  how  much 
foreign  trade  would  we  have  under  such  a  tariff? 

23.  What  would  be  the  object  of  levying  tariff  duty  and 
providing  in  the  same  law  that  in  case  the  articles 
subject  to  the  duty  were  manufactured  at  home  they 
should  be  subject  to  a  special  tax  equal  to  the  amount 
of  the  tariff?  Explain. 

24.  '^Tariff  legislation  encourages  and  develops  sectional 
sclffshness.**  Explain.  ' 
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25.  Why  are  custom  duties  popular  as  means  of  .  getting 
revenue? 

26.  Upon  whom  do  custom  duties  eventually  fall?  Who 
pays  for  protection? 

27.  ''A  reduction  of  $60,000,000  in  tariff  duties  means  a  re* 
duction  in  the  burden  upon  the  people's  consumption 

of  approximately  $600,000,000."— Senator  Newlands 
in  The  Independent,  73:757.  Explain. 

38.  "A  protective  tariff  works  towards  national  efficiency, 
for  it  takes  wealth  from  those  who  are  less  capable 
and  puts  it  into  the  hands  of  those  who  are  most 
capable."  Show  that  a  protective  tariff  may  be  ex- 
pected to  do  this.  Do  you  consider  this  a  valid  argu- 
ment in  favor  of  protection? 

XXL 

MONOPOLY. 

1.  "This  expert  is  a  monopolist.  He  may  charge  any 
price  he  wishes  for  his  services."  Discuss  the  truth  or 
falsity  of  this  statement. 

2.  "Monopoly  is  more  economic  socially  than  competi- 
tion." Explain  what  is  meant  and  discuss  the  validity 
of  the  statement.  If  the  statement  is  true,  does  it 
follow  that  we  should  encourage  monopoly?  Explain. 

3.  "Monopoly  is  the  natural  product  of  industrial  evolu- 
tion." Show  that  there  is  some  ground  at  least  for 
accepting  this  statement. 

4.  Should  the  policy  of  the  United  States  government  be 
to  destroy  monopolies  or  to  regulate  them?  Discuss 
the  issues  tavoWed. 

5.  What  policy  has  been  generally  adopted  in  regard 
to  monopolized  public  utilities?  May  industries  that 
are  not  now  considered  to  be  "public/'  later  be  con- 
sidered as  belonging  to  this  class? 

6.  See  questions  on  monopoly  price  in  section  VI, 
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7.  "Inst^d  of  paying  30%  dividends.  Rockefeller  should 
have  multiplied  his  capitalization  by  five  and  then 
have  paid  6%  dividends.    The  public  would  not  have 

objected  to  this.  It  would  have  been  justifia1)le  be- 
cause the  Standard  Oil  Company  had  assets  sufficient 
to  warrant  this  higher  capitalization."— An  employee 
of  the  Standard  Oil  Company. 

a.  Socially,  just  what  is  the  point  involved?' 

b.  May  an  increase  of  assets  make  an  increase  in 
capitalization  justifiable?  Illustrate. 

c.  Show  that  the  question  of  "increasing  assets"  is 
the  question  sft  issue. 

d.  May  this  quotation  l)e  paraphrased  as  follows: 
This  is  worth  $500  because  it  earns  $30;  it  should 
earn  $30  becauste  it  is  worth  $500? 

8.  **The  franchises  granted  by  these  Texas  cities  are 
the  last  word  in  gas  franchises*" — dealer  in  gas 
company  bonds. 

a.  Explain  what  is  meant. 

b.  How  should  you  wish  the  franchises  changed  if  you 
were  a  citizen  of  one  of  these  cities?  If  you  were 
a  citizen  but  at  the  same  time  a  subscriber  to  the 
stock  of  the  gas  corporation? 

8.  "Every  owner  of  a  railroad,  of  a  patent,  of  a  book, 
or  of  a  (monopoly)  property  of  any  kind,  finds  that 

he  makes  more  money  by  putting  prices  down  to  fig- 
ures that  are  reasonable,  that   is.   to   figures  which  • 
correspond  to  the  values  to  the  buyers  of  the  things 
sold,  than  by  keeping  them  up  beyond  those  figures." 
— Stickney.  ^ 

a.  Show  that  the  words  "which  correspond  to  the 
values  to  the  buyers  of  the  things  sold"  are  useless 
as  a  definition  of  "reasonable"  prices.  ( Try  to 
think  oi  some  object  which  has  a  price  greater 
than  one  which  would  express  the  value  of  the 
object  to  the  buyers.) 

b.  In  the  case  of  producil>le  goods,  what  price  is 
commonly  considered  a  reasonable  one? 
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c.  When  "reasonable"  is  understood  this  way.  it  is 
prol)abIe  that  the  first  half  of  Stickney's  statement 
is  true? 

d.  Paint  out  some  cases  of  monopoly  of  which  the 
«    statement  can  be  affirmed  with  a  fair  degree  of  ac- 
curacy,— ^T. 

9.    "A  decreasing  cost  good  has  in  it  the  germs  of 
monopoly."   Is  this  more  true  of  a  decreasing  than  of 

an  increasing  cost  good?  Explain. 

XXIL 

THE  RAILROAD  PROBLEM. 

1.  A  certain  American  railroad  is  said  to  haul  freight  at 
an  average  cpst  of  one  mill  per  ton-mile. 

a.  What  is  a  ton-^mile? 

h.  How  is  the  railroad  able  to  carry  freight  at  such 
a  low  cost? 

c.  What  would  be  the  cost  at  this  rate  of  shipping 
a  ton  of  shoes  one  thousand  miles?   About  what 

•  would  be  the  cost  for  each  pair  of  shoes? 

d.  \\  hat  i^  the  social  significance  of  this  low  cost 
condition? 

2.  l^nunierate  the  principal  costs  which  a  railroad  has 
to  meet.  How  are  these  various  items  of  cost  afifected 
by»  say,  a  10%  increase  in  traffic?  How  would  divi- 
dends be  affected  by  such  an  increase  In  traffic  if  rates 
remained  as  before?  Is  it  possible  that  special  low 
rates  should  be  charged  for  this  additional  traffic  and 
that  dividends  should  increase? 

3.  Try  to  estimate  the  added  cost  involved  in  carrying^ 

(a^  a  ten-pound  1)Ox  from  Minneapolis  to  Chicaj^o; 
(b)  an  additional  box-car  empty;  (c)  an  additional 
box-car  loaded. 

4-  H  empty  cars  are  being  brought  to  Minneapolis  to  bo 
filled  with  flour,  at  what  rates  may  the  railroads  prof- 
itably coffer  to  haul  freight  in  them  to  Minneapolis?. 
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May  there  be  social  disadvantages  in  allowing  the 
railroads  to  carry  freight  at  these  low  rates?  Explain. 

5.  "It  is  an  elementary  law  of  trade  that  better  prices 
should  be  made  for  several  articles  than  for  one  arti- 
cle. Then  why  should  you  object  if  railroads  make 
special  rates  for  large  shipments?"  Discuss. 

6.  "The  law  does  not  attempt  to  prohibit  a  merchant 
from  selling  to  different  individuals  at  different  prices 

or  even  from  giving  away  his  wares.  Then  why 
should  the  railroads  be  so  hedged  about  by  legal  pro- 
hibitions upon  the  prices  to  be  charged?*'  Discuss. 

7.  "Railroad  freight  clerks  have  no  more  right  to  give 

confidential  information  to  shippers  in  regard  to  busi- 
ness of  competitors  than  would  post-office  employees 
*  have  to  allow  these  shippers  to  read  letters  sent  to, 
or  by,  their  competitors,"  Do  you  agree?  If  so,  what 
must  be  the  nature  of  the  railroad  business? 

8.  The  United  States  Supreme  Court  held  in  two  deci- 
sions rendered  in  the  spring  of  1915  that  a  railroad 
cannot  be  compelled  to  carry  any  one  article  at  a  loss, 
even  though  its  earnings  on  total  business  should  be 
sufficient  to  pay  a  fair  rate  of  interest* 

a.  Why  should  States  wish  railroads  to  carry  a  cer- 
tain article,  or  articles,  at  a  special  low  rate? 

b.  Is  such  a  policy  socially  desirable?    Is  it  just  to 
the  railroads? 

9.  Should  Federal  regulations  extend  to  intra-state  busi- 
ness? Argue  both  pro  an  con. 

10.  "The  power  to  tax  railroads  and  the  power  to  regu- 
late their  rates  should  be  lodged  in  the  same  hands." 
Give  supporting  argument 

XXIIL 

GOVERNMENT  EXPENDITURE  AND  GOVERNMENT 

•  REVENUE. 

A.  Introdoctioti. 


L    What  is  t|ie  question  that  must  be  answered  in  deter* 
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minin,*^  whether  or  not  there  has  been  a  real 'increase 
in  the  burden  of  public  expen^iiture? 

2.  "The  paying  of  taxes  involves  no  hardships  for  what 
the  .t^overnnient  takes  from  the  tax-payer  it  immedi- 
ately returns  to  him  for  goods  and  services."  Criti- 
cise. Discuss  the  truth  of  the  statement  if  the  "for*' 
near  the  end  of  the  sentence  were  changed  to  ''an." 

3.  '^Expenditures  for  military  i)urposes  are  justifiable  as 
they  furnish  employment  to  men  who  might  other- 
wise starve."  Examine. 

4.  What  connection  is  there  between  the  following  fac- 
tors  and  the  amount  of  government  expenditures: 
The  spirit  of  nationalism,  democracy,  skill  in  the  me- 
chanical arts,  city  life?  Illustrate. 

5.  "The  entire,  question  (of  the  governineut*s  taking  over 
certain  activities)  turns  upon  the  choice  of  the  tn-eans 
of  satisfying  certain  common  collective  wants."  ^  Jus- 
tify this  statement.  Mention  the  elements  that  influ- 
ence choice  in  this  matter. 

Revenue. 

6-  "The  fee  system  is  bad  wdien  the  fees  are  retained  as 
salary  by  the  officer  collecting  them."    Explain  fully. 

7.  What  should  determine  the  proportion  of  the  cost  of 
l^avint*-  that  should  l)e  paid  l)y  special  assessment? 
What  is  the  rule  in  your  town? 

8.  '*A  tax  should  be  a  necessary  item  in  every  domestic 
budi^et." — Adams.     "It  is  confiscation  to  lay  a  tax 
upon  what  a  man  cannot  save." — Rogers. 
Point  out  the  implication  in  each  quotation.^ 

9.  "Each  i)erson  should  pay  some  direct  tax." — A  min- 
isterial student.  L'pon  what  analof^:y  is  this  probably 
based?    Is  it  sound?    Is  the  rule  practicable? 

).     Adam  Smith's  four  canons  of  taxation  may  be  char- 
acterized as  follows:    Al)ility,  certainty,  convenience,, 
%nd  economy.   Suggest  and  illustrate  each  canon. 
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11.  '"No  tax  cWi  be  $mst  unless  it  leaves  individuals  in  the 
same  rdattve  eondktofi  an  which  it  kmad  thenu^ — 

McCulloch.  Examine. 

12.  ''Equity  in  the  apportionment  of  taxes  reduces  the 
burden  for  the  support  of  the  state  to  its  nunimum." — 
Adams.  Explain. 

C   Shifting  and  Incidence  of  Taxes. 

13.  Shifting  of  taxes  is  a  price  phenomenon.  Forward 
shifting  of  a  tax  can  take  place  only  through  a  with* 
holding  of  supply. 

a.  Argue  in  support  of  the  second  statement.  Illus- 
trate. 

b.  When,  then,  will  forwai^d  shifting  take  place?  Or, 
under  what  conditions  will  supply  be  withheld? 

Answer  assuming  free  competition,  and  assuming 
monopoly. 

14.  See  problems  in  section  VI  that  involve  shifting  of 

taxes. 

D.  The  General  Property  Tax. 

15.  What  is  the  assumption  at  the  basis  of  the  general 
property  tax?   Why  is  i^  untenable? 

16.  Why  is  the  general  property  tax  particularly  unsuited 
to  the  taxation  of  business  and  professional  men? 

17.  "Although  credits  may  be  included  within  the  term 
'property'  from  the  point  of  view  of  law,  they  are  not 
property  in  any  true  economic  sense." — Plehn.  De- 
fend this  statement. 

18.  ''Minnesota  taxes  money  and  credit  at  the  rate  of 
three  mills  while  it  taxes  other  property  from  six  to 
ctj^t  times  this  rate.    This  is  justifiable  theoretically 

and  practically/'  Explain. 

19.  "Strictly  enforced  the  general  property  tax  must  in- 
evitably impose  a  burden  upon  forest  lands  which  in 
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certain  cases  might  easily  amount  t6  one-half  or  even 
three-fourths  of  the  total  income  when  finally  re- 
ceived.**—Prof.  Fairchild  at  Tax  Conference,  1912. 
Explain.  Mention  other  properties  of  which  the  above 
is  true.  This  leads  to  what  conclusion  concerning  the 
general  property  tax? 

E.   The  Inheritance  Tax. 

20.  The  inheritance  tax  is  justified  on  several  different 
grounds.  Suggest  three  or  four  of  these.  Which  is 
the  best? 

21.  .Rhode  Island  does  not  have  an  inheritance  tax.  Ac- 

count for  this  exception  to  the  general  rule. 

22.  Argue  in  favor  of  a  national  inheritance  tax  to  take 
the  place  of  the  state  inheritance  taxes. 

23.  Examine  the  following  propositions: 

a.  Rates  on  inheritances  should  vary  inversely  with 
nearness  of  kin. 

b.  Rates  should  vary  directly  with  nearness  of  kin. 

c.  Rates  should  not  vary  with  relationship. 

d.  Rates  should  not  vary  with  the  amount  inherited. 

F;  The  Incomie  Tax.  « 

24.  The  science  of  finance  has  spent  most  of  its  time 
during  the  nineteenth  century  in  working  out  the 
principles  of  an  income  taxation,  which  is  either  not 
accepted  in  legislation,  or,  if  accepted — covers  only  a 
fraction  of  the  field  of  taxation.*' — Seligman.  Justify. 

25.  In  1907  England  made  a  departure  in  taxation  by  tax- 
ing "earned  incomes''  at  a  lower  rate  than  ^'unearned 
incomes."   Justify  such  a  procedure. 

26.  Account  for  the  growing  demand  for  state  income 
taxes  in  this  country. 

27.  Discuss  the  advisability  of  having  both  a  national 

and  a  state  mcome  tax. 
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G»    The  Taxation  of  Corponftions. 

28.  Should  corporations  be  taxed  at  the  rates  imposed 

upon  other  property? 

29.  "The  service  charges  of  public  utility  corporations 

should  be  pushed  down  to  a  no-tax  basis  and  the 
corporations  exempted  from  taxation,"  Give  argu- 
ments for  and  against. 

30.  Should  not  Minnesota  residents  holding  stock  in  an 
Ohio  corporation  be  free  from  taxation  upon  the  stock 
inasmuch  as  Ohio  taxes  all  ^ock  to  the  corporation? 
Shonld  they  not  be  taxed  upon  it  that  they  may  share 
in  the  burden  of  their  government? 

JL  "Life  insurance  is  a  tax,  and  to  tax  it  is  to  commit  the 
economic  barbarism  of  taxing  a  tax." — An  insurance 

journal. 

a.  What  does  the  author  mean  by  calling  life  insur- 
ance a  tax?  Is  he  justified  in  so  characterizing  it? 

b.  Show  that  the  tax  on  insurance  companies  is  not 
inequitable. 

c.  Argue  for  the  exemption  of  insurance  companies 
from  taxation. 

32.  What  is  the  proper  basis  for  the  taxing  of  corpora- 
tions: property,  gross  revenue,  or  net  revenue?  Ex- 
plain. 

J3.  ''Taxes  levied  upon  the  revenue  of  corporations  usu- 
ally have  a  property  basis  and  thus  there  is  a  neces- 
sity for  valuation."   Explain.  ^ 

H.   Single  JLand  Tax. 

34.  State  the  argument  for  a  single  land  tax;  against  it. 

35.  '*A  tax  on  goods  increases  their  price,  a  tax  on  land 
decreases  its  price.  The  aim  should  be  to  make  all 
things  low  in  price.  Therefore,  we  should  tax  land 
only."  Examine. 
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36.  "Rent  is  a  price  paid  for  the  management  of  land  in 
the  industrial  system/'  Argue  in  support  of  this 
statement.  What  bearing  has  this  on  the  single  tax 
controversy? 

37.  Contrast  the  positions  of  the  physiocrats  in  reg^ard 
to  a  single  land  tax  with  that  taken  by  Henry  George. 

38.  Sisniondi  asked,  in  answer  to  a  demand  for  a  revi- 
sion of  the  land  tax,  *'Do  you  wish  equality  between 
men  oj  between  lands?"  Show  that  this  question  was 
pertinent. 

39.  What  relation  is  there  between  the  tax  on  the  un- 
earned increment  of  land  and  the  single  land  tax? 
What  is  the  vital  difference  between  them? 

40-  "Increase  in  land  value  may  be  earned  through  pur- 
chase just  as  present  rents  may  be  so  earned.*'  Ex- 
plain. What  limitations  does  this  place  upon  incre- 
ment taxes  if  we  would  have  them  avoid  confiscation 
>  from  present  owners?  Suggest  a  plan  for  taxing  the 
increase  in  land  value  that  will  not  confiscate  present 
-Value. 

4L    What  objection,  other  than  that  of  confiscating  from 

present  owners,  is  there  to  taxing  away  all  of  the  in- 
crease in  land  value? 

42.  What  is  the  objection  to  modifying  the  general  prop- 
erty tax  in  the  one  particular  pf  taxing  away  the 
benefits  resulting  from  the  privilege  of  lanil  owner- 
ship? 

XXIV. 

THE  LABOR  PROBLEM 

L    "The  labor  problem  has  arisen  because  the  machine 

has  been  substituted  for  the  tool."  Argue  in. support 
of  this  statement. 

2.     What  is  the  labor  problem?  ' 
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3.  "The  laborer's  services  «re  perishable.  If  he  does 
not  sell  today's  labor  today,  he  loses  the  possible  re- 
turn forever.   The  employer,  on  the  other  hand,  may 

safely  hold  his  products  for  a  good  market"  Docs 
it  follow  from  this  that  the  laborer  is  at  a  disadvan- 
tage in  bargaining?  Discuss. 

4.  "The  laborer  must  deliver  his  commodity  (service) 
in  person/'   Is  this  to  his  disadvantage?  Explain- 

5-  Argue  that  the  interest  of  caqiital  and  labor  are  not 
antagonistic.    Argue  that  they  are  antagotiistic. 

^  "Lack  of  perfect  mobility  among  laborers  makes  the 
labor  unions  justifiable."  Do  you  agree?  Give  at 
least  some  argument  in  support  of  this  statement. 

7.  **The  most  important  function  of  the  labor  union  is  a 
social,  not  an  economic,  one."   What  social  functions 

do  labor  unions  perform? 

8.  •'Scientific  management  means  increased  efficiency. 

Increased  efficiency  means  that  fewer  men  w31  be  re- 
quired, and  as  this  is  not  to  the  interest  of  the  labor- 
ing man,  I  oppose  scientific  management."  Discuss 
<»refully. 

9.  "The  workman  produces  each  day  $8  worth  of  prod- 
ucts but  he  gets  only  $2  of  this.  The  capitalist  cheats 
him  out  of  the  other  $6."  What  economic  factors  are, 
doubtless,  neglected  in  making  this  statement? 

10.  In  tihe  campaign  of  1896,  the^e  was  considerable  talk 
about  the  evils  of  "government  by  injunction.'' 

a.  What  was  meant  by  "government  by  injunction?" 

b.  What  should  you  expect  were  the  evils  men- 
tioned? 

c.  Which  presidential  candidate  do  you  suppose  de- 
nounced government  by  injunction?  Give  reasons 
for  your  answer. 

11.  What  is  syndicalism?   What  do  the  syndicalists  hope 
to  accomplish? 
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12.  "The  workmen  at  Krupps'  (steel  works  at  Essen, 
Germany)  are  fully  provided  for  from  birth  to  old 
age.  They  are  free  from  the  harassing  anxieties  of 
the  ordinary  laborer  so  long  as  they  are  faithful  to 
the  Krupps.  ♦  *  *  The  firm  simply  will  not  have 
anything  or  anybody  about  the  place  savoring  of  la- 
bor organization  or  socialism." — Hunter,  in  Every- 
body's Magazine,  June,  1915. 

a.  Would  you  rather  work  for  Krupps  or  for  a  less 
beneficent  employer  who  allowed  you  political 
liberty? 

b.  Should  the  state  allow  this  condition,  which  is  said 
to  be  tantamount  to  serfdom,  tp  exist? 

13.  "It  is  manifestly  unfair  for  a  labor  unionist  to  refuse 
to  work  at  it  a  given  wage  and  at  the  same  time  to 
deny  to  his  unemployed  brother  the  right  to  work  at 
this  wage."  Discuss  the  issue  involved. 

14.  "These  Welsh  coal-miners  are  committing  treason  in 
refusing  to  dig  coal  at  this  critical  time."  "The  coal 
barons  are  growing  rich  over  the  increased  naval  de- 
mand for  coal.  Why  shouldn't  they  share  these  gains 
with  the  miners?  They  are  the  traitors.  If  they  will 
.share  these  gains,  coal  will  be  mined/' — ^Discussion 
during  the  July,  1915,  coal  strike  in  Wales. 

a.  Did  these  miners  have  a  right  to  share  in  the 
gains  referred  to? 

b.  Were  they  justified  in  striking  in  order  to  obtain 
part  of  these  gains? 

15.  "We  do  not  pay  any  employee  less  than  $8.00  per 
week." — Advertisement  of  a  Cleveland  department 
store. 

a.  Why  was  this  store  abl<^  to  pay  this  comparatively 
high  wage? 

b.  Is  this  store  entitled  to  the  patronage  of  sym- 
phathetic  people  on  account  of  the  wage  paid? 

c.  Would  such  action  by  all  stores  solve  the  low- 
wage  problem? 
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16.  a.  State  the  chief  argutnent  SLga^inst  minimum  wage 
legislation.  , 

b.  Argue  in  favor  of  such  legislation. 

17.  The  Studebaker  firm  has.  recently  provided  a  $1,000 

insurance  policy  for  each  of  its  employees.  The 
policy  is  void,  however,  if  the  employee  leaves,  or  is 
dismissed  from,  the  employ  of  the  company. 

a.  Does  this  scheme  interfere  with  the  freedom  of 
the  laborer? 

b.  Would  it  be  well  if  every  employer  insured  his  la- 
borers on  these  terms? 

c.  If  insurance  is  to  be  furnished  should  it  be  fur- 
nished by  the  state? 

18.  "We  want  justice  not  charity." — labor  agitator. 

a.  How  would  the  author  of  this  statement  define 
justice? 

b.  What  does  he  mean  by  charity? 

19.  Briefs  in  labor  cases  have  recently  been  based  on  the 
social,  rather  than  the  legal,  aspects  of  die  question 
involved.  Explain  the  significance  of  this  fact. 

20.  The  Standard  Oil  Company  was  scored  in  a  govern- 
ment report  made  public  about  the  middle  of  August, 
1915,  for  paying  its  employees  less  than  the  prevailing 
competitive  wage,  while  its  earnings  contributed  to 
the  largest  fortunes  in  the  world.  Should  the  com- 
pany be  condemned  for  the  reasons  given?  Discuss 
the  principles  involved. 

21.  a.  "We  cannot  escape  having  social  classes  and  in  our 

society  wealth,  necessarily,  is  a  line  of  division. 
-Laborers  are  on  one  side  of  this  line  and  the  cap- 
italistic employers  on  the  other.  Hence  the  labor 
problem  will  be  with  us  always.    Do  you  agree? 

b.  "The  labor  problem  is  due  to  ,  the  separation  of 
labor  and  capital.  The  only  solution  is  co-opera- 
tion," Evaluate  this  statement.  Compare  the  two 
statements. 
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22.    '  Only  the  spirit  of  brotherhood  can  solve  the  labor 
problem." 

a.  The  spirit  of  brotherhood  would  be  indicated  by 
what  attitude  and  policy  on  the  part  of  the  em- 
ployer?   On  the  part  of  the  employee? 

b.  How  would  these  conditions  contribute  toward  a 

solution  of  the  labor  problem? 

-/  .      -  - 

XXV. 

PROJECTS  OF  ECONOMIC  REFORM. 

L  *'The  economist  reformer  necessarily  bases  his  pro- 
posals upon  some  concept  of  an  ideal  society." 

a.  Outline  l>riefly  the  main  features  that  you  should 

expect  would  exist  in  an  ideal  society. 

b.  Are  any  economic  reforms  necessary  to  the  real- 
ization of,  or  to  the  approach  toward,  this  ideal? 
If  so,  what  are  they? 

2.    "Proposed  reforms  are  'mechanical*  or  'evolutionary/  " 

Distinguish  between  these  two  classes  of  proposals. 
Illustrate  each. 

3-  ''Pecuniary  gain,  not  social  utilities,  guides  individuals 
in  their  industrial  conduct."  Show  that  desire  for 
pecuniary  gain  may  lead  to  the  best  service  for  so- 
ciety; that  it  may  lead  to  harmful,  or  at  least  not  to 
the  best,  service.  Which  condition  is  the  more  preva- 
lent? If  price  (desire  for  pecuniary  gain)  does  not 
regulate  industrial  conditions  in  the  interest  of  society, 
what  can  we  do  about  it?   Answer  explicitly. 

4.     "As  our  industrial  relations  become  more  complex,' 
social  control  becomes  more  necessary." 

a.  Are  our  industrial  relations  becoming  more  com- 
plex?   Explain  and  illustrate. 

b.  Give  illustrations  of  social  cootrol  of  industry,  or 
of  industrial  conditions. 
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c.  May  social  control  be  due  in  some  instances  not 
to  the  growing  complexity  of  industrial  relations 
but  to  the  growth  of  the  social  conscience — to  the 
extension  of  the  spirit  of  brotherhood?  Illustrate. 

5.  "Medical  assistance  is  so  vital  to  the  health  and  life 

of  the  people  that  it  will  sooner  or  later  be  socialized." 
What  is  meant  ny  this  statement?  How  could  medical 
assistance  l>e  socialized?  What  would  be  the  advan- 
tage gained?  Would  there  be  any  disadvantage? 
Would  this  be  an  ''economic  reform?" 

6.  *'Canal  dues  and  highway  tolls  have  been  abolished, 
but  railway  freights  (on  government  owned  roads) 
never:  why  the  one  and  not  the  other?**^ — Pierson, 
Principles  of  Economics,  vol.  11.  Answer. 

7.  Should  the  state  furnish  university  instruction  without 
expense  to  tlie  student?  If  the  state  gives  instruction 
witliout  expense,  why  should  it  not  also  support  the 
student  during  the  years  of  study? 

8.  ''The  practices  of  scientific  advertising  and  of  sug- 
gestive selling  have  very  little  proved  utility  and  arc 
nearly  as  likely  to  be  applied  to  force  the  wrong  arti- 
cles on  the  wrong  purchasers  as  to  distribute  wealth 

along  the  lines  of  its  maximum  utility  for  consump- 
tion/' Holxson.  Work  and  Wealth,  p.  218.  Evaluate 
this  statement.  Accepting  it  as  true,  what  should  be 
our  attitude  toward  the  practices  mentioned? 

9.  **If  there  are  trades  incapable  bf  bearing  the  true 
costs  of  maintenance  of  the  labor  they  employ  (in 
wages  and  insurance)  it  would  still  be  right  to  place 
on  them  the  obligation  to  do  so,  for  their  destruction 

will  be  a  f^ain  not  a  loss  to  a  society  that  understands 
its  human  interests/' — Hobson,  ibid,  p.  230. 

a.  Suggest  the  various  kinds  of  insurance  that  might 
be  included  here. 

b.  Give  argument  in  support  of  this  contention. 

10.    ''Equality  in  income  would  result  in  a  great  waste  in 
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the  social  utility  derived  from  consumption/' — Hob- 
son*   Defend  this  statement. 

IL  In  the  preface  to  Munera  Pulveris,  Ruskin  criticises 
the  teachers  of  Economics,  and  by  inference  the  indus- 
trii^  order  because  those  things  which  are  "illth^  may 
be  rated  above  those  things  which  are  "wealth/' 

a.  Give  a  few  illustrations  to  show  that  we  often 
make  the  mistake  to  which  Ruskin  objects. 

b.  Accepting  this  to  be  a  regrettable  condition,  what 

can  we  do  about  it? 

c.  As  times  goes  on,  do  you  believe  that  market  esti- 
mates will  become  more  or  less  accurate  in  esti- 
mates of  ''wealth?"  Explain. 

12.  "No  person  should  be  allowed  to  give  his  heirs  more 
than  $1,000,000." 

a.  Argue  that  large  fortunes  are  undesirable  socially. 

b.  What,  may  be  the  danger  in  a  policy  of  inheritance 
taxation  as  suggested  here? 

c.  "If  the  large  fortunes  are  undesirable,  conditions 
should  be  adjusted  so  that  they  cannot  be  accumu- 
lated."   Do  you  agree? 

13.  "All  'unearned*  incomes  should  be  taxed  into  the 
treasury  of  the  state."  What  is  meant  by  unearned 
income?  Is  there  an  element  of  this  kind  in  the  Irad- 
lord's  income?   In  the  return  to  a  stock  spwulator? 

In  a  lawyer's  income?    In  a  professor's  salary?   In  a 
.laborer's  wages? 


V 
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DIRECTIONS  TO  THE  STUDENT. 

Students  will  prepare  the  solutions  to  the  problems,  which 
are  assigned  to  be  written,  upon  ''economics  paper,"  which 
may  be  procured  at  the  book  stores.  The  studen't  seat  num- 
ber and  his  name  shall  be  placed  on  the  first  and  second 
lines,  respectively,  in  the  center  of  the  first  page,  the  instruc- 
tor's name  and  the  number  of  tlic  rectlation  section  on  the 
third  and  ftnirth  lines  at  the  left  of  the  page,  and  the  exer- 
cise number  and  the  asignment  on  the  third  and  fourth  lines 
at  the  right  of  the  page.  For  example: 

156 

A.  B.  Smith 

Mr.   _  Ex.  7 

Sec.  5.  VI— 1,  3,  6-10,  12. 

The  following  scheme  of  marking  will  be  used:  V  sig- 
nifying excellent;  no  mark,  good;  wave-line,  something 
wrong;  p,  missed  the  point;  i,  incomplete;  q,  see  the  question; 
X,  wrong.  A  check  (V)  placed  at  the  top  of  the  first  page 
will  indicate  that  the  paper  as  a  whole  is  excellent  or  very 
good;  a  cross  (X>  will  indicate  that  it  is  below  grade.  The 
papers  will  be  marked  and  returned  to  the  student  to  be  cor- 
rected, in  red  ink,  and  returned  to  the  instructor.  Papers 
which  do  not  need  corrections  shall,  also,  be  returned  to  the 
instructor. 
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